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Marshall Plan for the Creditors? 


T HE Interim Report prepared by the Organisation for European 
Economic Co-operation in Paris on the nineteen separate national 
plans for western European recovery is, contrary to many forecasts and 
expectations, an admirable document. Ever since it became widely 
known that the nineteen plans did not form a naturally harmonious whole, 
many observers assumed that whatever document was finally produced 
would seek to spread plaster over the cracks. In the event the report, 
which has been drafted by the Executive Committee and the Secretariat 
of OEEC, has pulled none of its punches. The economic straits of the 
Marshall countries are exposed, with little attempt to soften the austere 
outline or sweeten the bitter draught. It is true that the report does not 
commit any Government. It is also true that it contains only the merest 
outline of a plan of action. But all effective planning must proceed from 
an unbiased and factual analysis—however unpalatable—and this the 
report achieves. 

The first comfortable assumption that the report demolishes is the 
belief that Europe’s economic plight is a temporary phenomenon brought 
about by the dislocations of war. If this were all, the difficulties should 
have virtually disappeared by now. Europe’s standards of productien 
are very nearly restored to the prewar level—a process which took seven 
years after 1918. The truth is that the two wars have aggravated, but not 
caused, a crisis which has its roots in a general change in the world’s 
economic relations. Europe achieved its wealth, predominance and 
population—twice that of America in a similar area—at a time when it 
was the world’s chief industrial supplier. But between 1870 and 1938, 
while the production of manufactured goods quadrupled before the first 
world war and doubled after it, the share of manufactures in world 
trade fell steadily from one-third to one-tenth. The nations were ceasing 
to buy Europe’s products in the same quantities, and between the wars 
western Europe failed to balance its purchases by sales abroad. Thirty 
per cent of its imports were paid for out of invisible earnings, particularly 
of income from past investment—and all fresh investment had ceased by 
1938. In the case of trade with the United States, Europe already had 
a deficit of some $750 million a year before 1939, and only the converti- 
bility of non-dollar earnings and massive shipments of gold prevented 
the deficit from dislocatigg the mechanism of trade and exchange. 

In the past ten years, the war has aggravated these existing tendencies 
by decreasing Europe’s capacity to produce, by keeping its manufactures 
out of foreign markets for nearly ten years, by increasing its dependence 
upon American supplies and by wiping out most of its sources of invisible 
income. The result in 1947 was a catastrophic deterioration of the situa- 
tion, but it was only a severe crisis in an existing malady. The disease 
had been chronic since the first world war. 

The second assumption which cannot survive the publication of the 
interim report is that the problem of restoring European standards of 
living and European viability can be solved by 1952. The nineteen 
governments, in their several plans, have put the most favourable light 
that is possible upon their proposals for production at home and for foreign 
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trade (the details of these plans are discussed more” 


fully on page 68). Added up these plans assume that 
on the average, an  imcrease of 30 per cent 
above the prewar level in total industrial produc- 
tion and of 15 per cent im agriculture can be achieved in four 
years, although in industry any such progress entails an increase 
of ¥5 per cent in output per man hour. These, as the OEEC s 
summarising report points out, are “bold assumptions —too 
bold, in fact, to be accepted. The authors of the report point out 
that the schemes of modernisation and mechanisation upon 
which increased productivity depend are most unlikely all to 
come to fruition in four years. Nor is it certain that detailed 
examination of the plans will not reveal a considerable degree of 
overlapping and of competitive demands for restricted supplies 
of capital. The increases projected at the very base of the 
industrial pyramid—in coa!, for instance, or in transport—are 
very much smaller than the astonishing expansion forecast in 
secondary industry. And perhaps the gravest difficulty is that 
all the schemes depend upon securing adequate supplies of raw 
materials, and for Europe this is in a large measure a question 
not of production but of trade. 

It is in discussing the nineteen nations’ estimate of their future 
trade that the officials of the OEEC have most firmly dispelled 
the idea that a complete solution can be found by 1952. In 
the first place, the governments themselves have produced 
estimates which leave a deficit of a billion dollars, largely with 
the western hemisphere, in western Europe’s trading account 
for 1952. But the interim report questions whether the nations 
can achieve the scale of exports they have proposed. For 
instance, to reach the target for exports of $12 billion in 1952, 
the nations would need among other things to increase their 
exports to South America by $1 billion above the present level, 
a step which would seem to entail capturing half the United 
States’ South American markets. Similarly, the increased 
exports to the United States itself would need to rise to $2.1 
billion compared with the $1.§ billion sent there in 1938. It 
is true that the United States is buying more abroad—so per 
cent more in 1948 than in 1938—but western Europe’s share in 
American imports has fallen from 23 per cent to 13 per cent. 
All in all, the report concludes that it is impossible to put the 
level of visible and invisible exports in 1952 above $10 billion, 
and the deficit is likely to be nearer $3 billion than $1 billion. 
And even this revised figure demands prodigious efforts—an 
increase of 40 per cent above the present level of visible exports 
and the turning of an invisible deficit of $750 million in 1947 
into a favourable balance of $1,300 million in 19§2. 


* 


The conclusion to be drawn from these figures is inescapable. 
Whatever its labours—and even the more moderate estimates 
proposed in the interim report demand heroic efforts—western 
Europe cannot achieve a balance by 1952 on the basis of its 
present plans, of its present standards of living, and of the 
existing conditions of world trade. If no further action is taken, 
the shock to the European economic system caused by the ending 
of foreign aid will bring such economic and social dislocation 
that political stability will be undermined. 

This means, of course, that the Marshall Plan, in the rather 
simple form originally conceived, cannot succeed within the time 
originally set. It does not, of course, in the least follow—as all 
the Marshall Plan’s enemies will hasten to proclaim—that it has 
failed, or still less that it was unnecessary or ill-conceived. On 
the contrary, everything that has happened in the past eighteen 
months has underlined the statesmanship of Mr Marshall’s 
initiative. What the report makes clear is that the malady is 
more obstinate and deep-seated than was thought. 

Nor, above all, does this conclusion mean that western 
Europe has no alternative but to settle down to being a per- 
manent pensioner of the United States. The present report is 
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more concerned with analysis than with proposals for 
action, but it does sketch very briefly three lines on wh 1 
policy can proceed, First, western Europe’s dollar deficit could 
be removed if sources of supply could be developed in nd 
dollar areas of the articles now imported from the dollar arg 
Secondly, western Europe could sell more to the United States, 
either directly or indirectly. Thirdly, it could reduce the leye 
of its imports. Something can and should be done along each 
of these lines. But no one of the three can be pushed very far— 
certainly not by 1952. The development of non-dollar sources 
of supply is essentially a long-term business: it will require the 
investment of vast amounts of scarce capital resources, and jp 
any ultimate sense it is a confession of defeat to spend capital 
on duplicating productive resources that already -exist in the 
dollar area. The European nations should obviously do what 
they can to develop their exports to the American market, but 
any large-scale success in this depends far more on American 
policy and on conditions in the American economy than it does 
on Europe’s own efforts. 

The third course, that of cutting out all unnecessary imports, 
is the only one that is wholly within the decision @ 
the European Governments themselves. More should he 
done in the contro! of imports by many countries than they have 
hitherto been willing to do. Yet restriction of trade is always 
undesirable and might well be disastrous. It is possible to spread 
the burden of reduced imports so equitably that social cohesion 
is not damaged thereby. The British people have done so. But 
in’ countries where the skill of the administration and the dis- 
cipline of the people are less than they are in Britain, the cutting 
back of imports on a big scale in the next two or three years— 
a reduction which would undoubtedly lead to fewer consumer 
goods and more unemployment—might precipitate the kind of 
instability and revolt which the whole Marshall Plan has been 


designed to check. This is not to say that reductions must not - 


be attempted. It is simply to point out that a decision to carry 
them through on the scale necessary to “ solve ” the problem of 
Europe’s balance of payments might have a result only slightly 
less violent than that of drifting unprepared into the crisis of 
19§2. 

* 


In short, there is no line of policy that is both rapid in action, 
within Europe’s own powers and also politically safe. It would 
be very silly to despair ; adjustments in the economic life of 
nations can always be—are always—made in the end. But two 
conclusions that were not seen in 1947 when the Marshall Plan 
was first envisaged are now very clearly visible. The first is 
that the adjustments are too large to be accomplished within four 
years ; the period of European economic convalescence will 
have to be extended beyond 1952. The other is that western 
Europe’s crisis is insoluble if it is considered simply in terms 
of western Europe. There is no means by which the Marshall 
countries can, even with the present scale of American aid, pre- 
vent a serious fall in their standards of living in 1952. They 
have not the resources to repair the damage of two world wars 
and at the same time arrest and entirely reverse an economic 
trend which has been going on unchecked since 191 3. They 
cannot pull themselves up by their own heelstraps or, at least, 
they cannot do so by 1952. If the time were longer—fifteen 
or twenty years—they could do more; but as a four-year pro- 
position, the task is beyond their joint resources. 

Nobody should be so foolish as to imagine that any such 
conclusions are likely to be palatable to American opinion 
even with Mr Truman re-elected and a Democratic Congress. 
Marshall aid was accepted very largely because it was thought 
of as the aid to end all aid. America was solemnly assured 
that four years would be enough. The discovery ‘that this is 
not so will be greeted with indignation as well as regret. 

There is one way in which American indignation may 
possibty be forestalled. It does not inevitably follow from 
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the forecasting of a dollar deficit in 1952 that further appropria- 
tions of the American taxpayer’s money will be needed there-_ 
after. American assistance will certainly be needed for many 
years to come, but it will be far healthier and more effective 
if it takes the form of assistance in removing the deficit than of 
charity in meeting it. There is a sense in which Marshall aid 
itself creates the dollar deficit. Certainly, as long as free dollars 
are forthcoming, there is something less than the maximum 
pressure on European nations to cut their imports to the bone. 
And so long as European purchasing power in world markets 
is buttressed by Marshall dollars, the odds are lengthened 
against that readjustment of the terms of trade between 
European manufacturers and extra-European primary producers 
which is an essential ingredient in any ult®ate rehabilitation 
of Europe. 

But even if American assistance, in the longer term, need 
not take the form of dollar grants, it will still inevitably require 
deep drafts on American generosity and breadth of mind. 


8 

American export industry may have to reconcile itself to the 
permanent loss of its European markets ; it may have to permit 
discrimination against itself. American capital may be invited 
to assist in the development of natural resources—in Africa, 
for example—which are at least in part substitutes for American 
sources of supply. Above all, American opinion may have to 
face the necessity of making a permanent and painful adjust- 
ment in its own economy. It has often been insisted in these 
columns that there were two elements in the dollar shortage 
—a European problem and an American problem. This is 
now clear for all the world to see. If Europe, after doing what 
it can, will still have a deficit of $3 billion, somebody will have 
a surplus of $3 billion. The one cannot be removed without 
the other. Certainly the debtors cannot, ty taking thought and 
drawing up plans, remove their deficit unless the creditors will 
also take thought—and perhaps even draw up plans—about their 
surplus. The next stage should be a Marshall Plan for the 
creditors, 


Red Light In Israel 


HE Provisional Government of Israel has assured the United 
States that its forces have been recalled from Egyptian soil. 

So far, so good. But this assertion does not yet warrant peace 
of mind in Washington or London. An immense danger to the 
whole Anglo-American strategic position in the Middle East still 
hovers in the deserts of southern Palestine. These contain 
Jewish military forces who have distinguished themselves in 
battle, whose exuberance is high, and self-confidence complete. 
What happens if, overstepping the bounds of political prudence 
and too lightly interpreting their orders, they continue to infringe 
foreign frontiers ? They are fighting on the borders of Egypt 
and Transjordan. By treaties dated, respectively, August, 1936, 
and March, 1948, both these states are allies with whom Great 
Britain maintains collective defence arrangements. “ Should 
either high contracting party become engaged in war ”—so 
run both treaties—the other “ shall immediately come to his aid.” 
Israeli forces have now violated both frontiers: that of Trans- 
jordan, probably by accident, only with a few jeeps and for a 
few hours, but that of Egypt in force and over a period of days. 
(The point reached was Abu Aweigila, which those who know 
the desért road to Cairo will remember as a point some 20 miles 
inside the Egyptian border. The invading force had begun to 
dig in before its ardour was damped by the withdrawal order.) 

Neither Egypt nor Transjordan has so far invoked treaty aid 
in repelling these incursions. What if either were to do so? 
The last thing the British wish is to be called upon to fight the 
Israelis. These last, in their absorption with their own concerns, 
have consistently travestied British statements and misinterpreted 
British actions as evidence of a wish to destroy Israel. Nothing 
is further from the truth. Yet for Britain to refuse, if called 
upon by Egypt or Transjordan, to implement the treaties 
quoted above would be to invite a reciprocal refusal, later, to 
observe other clauses of the same treaties, notably those agree- 
ing to British troops in the Suez Canal zone and British aircraft 
on two useful airfields in Transjordan. In a word, if Israel 
were to provoke either Egypt or Transjordan into calling for 
British help, and Britain were to refuse to listen, what would 
become of Anglo-American commitments in the eastern Medi- 
terranean, of aid to Greece and Turkey and of the careful 
Anglo-American defence line that buttresses the oil wells of 
the Middle East ? 

These were the considerations which sent Sir Oliver Franks, 
on December 30th, to call on the American acting Secretary of 
State, Mr Lovett and “ draw the attention ” of the United States 
to the position into which the Israelis were pushing not only 
Britain but America. Inside the State Department, he needed 


to say very little. Americans with first-hand knowledge of the 
Middle East have long been i ware of these dangers. But what 
of the White House, which has not ? In fact, it appeared that 
the President was now ready to share the State Department’s 
concern. The response was immediate and the United States 
Government sent the brusquest caution it has yet framed to the 
Jewish administration in Tel Aviv. There are, in this country 
and elsewhere, sceptics who assert that this American firmness 
is bound to be evanescent, that American Zionism knows just 
how to get round the President and to take the edge off diplo- 
matic weapons, and that the dropping of a firm line that is dis- 
tasteful to Zionism has happened often before and will happen 
again. Those who have seen the terms of the American Note 
think that, this time, any such reversal of policy will not recur. 
Even if it be admitted that Egypt has behaved foolishly and 
provocatively in the Negeb, Israel has outstepped the bounds of 
prudence, and put itself unequivocally in the wrong. 


In Tel Aviv, Mr Ben Gurion retracted instantly. He protested 
that Israel was young, and had meant no harm. Any frontier 
infringements that,had been made had happened “ solely in the 
course of military operations and not with the intention of 
occupying Egyptian territory.” He promised the withdrawal of 
the troops. With that the immediate danger passed. But neither 
Mr Ben Gurion nor any other responsible Jewish politician is 
in a position to remove speedily the real roots of the present 
danger to peace. These lie in Israel’s victories in recent months, 
which tempt every Israeli commander to romp onward, and in 
the present state of Israeli armaments that are now so good that 
they totally outstrip the arms of all remaining Arab adversaries. 
This was not the position at the start of the truce. Then the 
Arabs had, if anything, superiority, But the Jews have been far 
the more successful in circumventing the arms embargo. This 
embargo has been faithfully observed by Britain and America 
(except for a few accidental breaches engineered by moneyed 
Jews and well-paid mercenaries) but it was, from the start, 
easily circumventable by either party simply because eastern 
Europe was ready to sell arms to either side, provided it was 
paid in dollars. The Jews had dollars and the Arabs had not. 
The Jews also had a singleness of purpose and did not, as did 
at least one Arab state, allow local greed and graft to impede 
their purchasing negotiations. 

At the start of the truce the Israelis owned 40 aircraft, of which 
only four were fighters, four light bombers, and 29 light craft 
or trainers, many of them commandeered from private owners. 
In December it possessed between 110 and 120 machines, not 
counting some aircraft already lost in combat. Of these, 40 were 
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fighters, 30 of them Messerschmidt 109/9s supplied directly 
from a state-owned factory in Czechoslovakia. The smaller craft 
were flown out crated, and assembled in Israel. Larger machines 
went straight from the Czechs’ Zatec airfield, using small airfields 
in Jugoslavia on the way. These facts and figures are given to 
show that the Israelis are in a position to fight, and to fight with 
effective weapons, outside their own frontiers if they are so 
minded. 
No one could hope more than the British that events will 
not take this shape. London does not take the head-in-sand 
Arab view about Isreel. The state of Israel exists, and must 
ene day be recognised, but hardly while it is actively flouting 
the Security Counci! and invading neighbouring territory. The 
creation of the conditions for establishing normal relations now 
lies in Jewish, not British hands. In fact, the British Govern- 
ment has already suggested that, for mutual convenience, they 
should open an office in Tel Aviv in order to provide a speedier 
xannel of communication than the Consul at Haifa. 
he Israeli Provisional Government turned the proposition 
own ; they could not entertain it, they said, unless accompanied 
y recognition. British policy is not, and has never been, to 
struct the Jews’ legitimate aspirations. The hesitations that 
it has shown over the years have all, in greater or less degree, 
been due to the perfectly proper and honourable desire to achieve 
an agreed solution of the Palestine problem. That is no longer 
possible. But any power that desires the pacification of the 
whole Middle East must still desire to see a solution that is one 
day capable of being agreed between Arab and Jew. To allow 
either party to impose its will is to ensure that the Middle 


Schools and 


HE Minister of Education has at last been induced to state 
his case in the School Certificate controversy which is 
convulsing the educational world. One of the strangest features 
of a very strange matter is the secretiveness with which the 
Ministry of Education have seen fit to proceed. Between the 
publication of the Report of the Secondary Schools Examination 
Council in September, 1947, and the Minister’s decision in 
April, 1948, to accept its findings, consultations went on behind 
closed doors and at least one influential delegation was requested 
to keep confidential the fact that it opposed the proposals. From 
April to December 31 was another period of eight months, 
during which the Minister has allowed his decision to stand with- 
out any attempt to justify it. If the whole issue is now inflamed 
with controversy, and even bitterness, he has only himself to 
blame. Asa result of the speech he made last week to the Incor- 
porated Association of Headmasters, it is possible to see a little 
more clearly what he hoped to secure by his decision. Unfor- 
tunately, it is no more possible than it was before to applaud 
the methods he has chosen or to admire the clarity of thought 
behind them. Indeed, one is left with a feeling of alarm at the 
extent to which English education is now dominated by a 
bureaucratic nebula in London whose processes of thought it is 
rarely possible to understand or even to observe. 

Overseas readers, and even many in this country, will first 
need to be told what the argument is about, the more so 
since education is not behind other specialisms in developing 
its technical jargon. In English secondary education, hitherto 
the great watershed has been that set by the School Certificate 
examination. In the nomenclature familiar to most schools, 
the passing of the School Certificate has been the act of gradua- 
tion from the Fifth to the Sixth (or top) Form. Up to this point, 
the curriculum has been spread over the usual wide range 
of subjects ; this was enforced both by the syllabus of the 
School Certificate itself (or, to be strictly accurate, of the several 
School Certificate examinations set by different examining 
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East will be permanently in an uproar. The present British pp. * 
occupation is a reflection of this general attitude; it is mitted 
attempt to prevent the Jews from precipating a situation in Schoo 


Middle East which must either widen the area of war or 
to a collapse of the Anglo-American strategic position. be an e@2 

The events of this week show beyond doubt that the og} “ com 
effective way in which this aim can be achieved is by absolgy stand 
unanimity in policy between London and Washington. T 


of acl 





nation 
British Government has for the time being no influence j every! 
Israel. Its best efforts in the Middle East can be used to Urge be n 
upon the Arabs the need to negotiate, however bitter the fa Educ: 
accompli they must accept, and the task of persuasion can fe obvio 
made easy only if the final frontiers of Israel are stabilised } there 
international guatgntee. The responsibility for inducing th or, if 
Israeli state to follow a moderate course rests squarely on. the The 
American Government and the only hope of retrieving som fessic 
negotiated settlement from the present military manoeuvring old a 
lies in the maintenance by Washington of its present firm ling TI 
It is hard to believe that the basis for a joint Anglo-American week 
policy cannot now be laid. The presidential election is over, tion 
the Israeli state exists, the British will under certain conditions rbi 
recognise it. The great question is whether the United who 
States can use its influence to check wider Jewish ambitions. conc 
to create and guarantee fixed frontiers for Israel and wert 
to devote its attention to the problem of pacifying and sum 
stabilising the Arab world. It can be done, if London am Min 
Washington act together. If they do not, they will neither of cert 
them soon have any foothold or influence at all in one of th of t 
world’s most vital regions. com 
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Examinations be 


rais 
bodies) which has required a number of compulsory papers, § or, 
and also by the requirement of the Universities that, if the ma’ 
School Certificate is to allow exemption from their entrane ver 
examinations, it must be passed with credits in the subjects that for 
they require—specifically, in the case of Oxford and Cambridge, un 
in Latin. The School Certificate has also, over the years, been en! 
ending to replace London Matriculation (a not dissimilar test) as ser 
the great entrance requirement for all sorts of professional bodies o 
and even for commercial employment. It has therefore been, to 
in itself, a milestone of the greatest practical importance to the to 
child. But perhaps even more important than this is the thi 
change that comes over a child’s education when he passes sid 
School Certificate and graduates into the Sixth Form. There, ho 
the basis of English education, as it is now practised, is one of pa 
concentration upon intensive study of, and one of a small number in 
of recognised intellectual disciplines. The child no longer keeps 
five or six subjects going at approximately the same level but ar 
“ specialises ” in one or two. It is after School Certificate that | in 


the child’s education can be built around his special interests 
and aptitude. Hitherto, he has graduated from the Fifth 
Form to the Sixth, by way of the School Certificate examination, 
as.soon as he has been ready for it. And in the case of the | 
bright children—not the exceptionally bright but the ordinarily 
bright—in the best schools this has been at the age of 15, leaving | 





three years for Sixth Form work. Most headmasters attach the 
very greatest importance to these vital three years. 


* 


sacrosanct. Indeed, quite a formidable body of objection has 
been growing up over the years to the School Certificate 
examination—though it is fair to add that the objections are 
weakest in the schools with the highest intellectual standards 
and strongest among those who have difficulty in getting their 


There is no reason why this system should be regarded as 
pupils through the examination. But two authoritative com- | 
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mittees—the Norwood Committee in 1942 and the Secondary 
Schools Examination Council in 1947—have reported in favour 
of achange. What is desired by the reform, to put it briefly, is 
an examination less rigid in its syllabus—that is, with fewer 
‘compulsory papers ” or pune at ali—and of a somewhat higher 
standard—in short, a Sixth form rather than a Fifth form exami- 
nation. This is an entirely reasonable proposal to make. Not 
everybody will agree that it is right, but there would 
be no cause for outraged feelings if the Ministry of 
Education were to lend its support to it, provided that two 
obvious precautions were taken. The first is to make sure that 
there really is substantial agreement in the educational world— 
or, if this cannot be secured, that the minority are not coerced. 
The second is to make sure that the universities and the pro- 
fessional bodies will accept the new examination in place of the 
old as meeting their entrance requirements. 

The complaint against the Minister—and nothing he said last 
week diminishes its force—is that he observed neither precau- 
tion and that he is seeking to impose his views in a singularly 
arbitrary manner. Unanimity was not secured ; indeed, those 
who might well regard themselves as the party most closely 
concerned—the headmasterseof schools with large Sixth forms— 
were opposed to the change before it was made and are pre- 
sumably still very doubtful of its wisdom. And though the 
Minister now says that the universities were consulted, they 
certainly never agreed to play the part that would be required 
of them if the Minister’s scheme was to be a success, and it is 
common knowledge that some at least of them are very disturbed 
about the position. Nevertheless, the Minister went ahead. Not 
only did he give notice in April that the new system of examina- 
tions would be set up ; he also announced that no child would 
be allowed to sit for it until he had reached the age of 16—to be 
raised eventually to 17. Thereby he has placed the schools— 
or, more precisely, those with standards so high that they nor- 
mally put a bright child in for School Certificate at 15—in a 
very painful dilemma. The Minister says that no child can sit 
for the examination until the age of 16—later to be 17. The 
universities still say that, to secure exemption from their own 
entrance examinations, a wide range-of subjects must be pre- 
sented. The only way in which both can be placated is to 
postpone the beginning of Sixth form work by a year—later 
to be two years. The schools, despairing of getting the Minister 
to change his mind, are appealing to the universities to reduce 
their entrance requirement to two main subjects and two sub- 
sidiary subjects. Even if this petition is granted, it is hard to see 
how it can have any other result than to force the schools to use 
part of their Sixth form time to keep Fifth form subjects “ tick- 
ing over.” 

At this point, the controversy becomes involved in 
another—that is, whether specialisation has been carried too far 
in English Sixth forms. The Minister seemed to take both sides 


45. 
of this argument. At one point he was complaining of:* scientists 
who cannot express themselves in the mother tongue, and of 
humanists who still live, intellectually, in a world unexplored by 
Newton, Faraday, Boyle and Rutherford” and saying that “ we 
have to educate children for the whole of life, not for one aspect 
of it only”; but later on he was saying that “ the whole object 
of the new set-up is to enable individuals to make the fastest 
possible progress in their chosen subjects ””—-which sounds like 
more specialisation than ever. A large part of this argument 
arises out of the different meanings that different people attach 
to the word “ specialisation.” What the critics object to is a 
system of education in which a hoy can, at the age of 15, 
immerse himself in the particular subject by which he is going 
to earn his living and never lift his eyes from it again until 
the day he dies. That can happen under the present systemn— 
as when a boy who is destined to be a doctor spends most of his 
Sixth form time studying for the First M.B. examination—but 
even the advocates of concentration would not defend vocational 
specialisation such as this. 

Their case is, rather, that a child at 15 or 16 is beginning to 
develop special interests and aptitudes ; he is reaching the years 
of intellectual discretion ; and that far better results can be 
achieved by enabling him to get his teeth really into one of the 
recognised intellectual disciplines than by insisting on a super- 
ficial acquaintance with a much wider range of subjects. Educa- 
tion, in this view, is a matter of training the mind as an organism, 
not of pumping it full of assorted bits of “ knowledge”; it can 
better be achieved by building a curriculum round a Subject 
in which the pupil’s active interest and co-operation can be 
aroused than by submitting him to any number of compulsory 
subjects which are included in the curriculum because “ every 
educated person ought to know something ” about them, but 
which are promptly forgotten thereafter. (Those who doubt 
this might be invited to speculate on the results of compulsory 
scripture.) The way to teach a scientist how to write English is 
to include in his science examinations a paper on the history of 
science or an essay on a scientific subject, not to keep him 
“doing ” Macbeth year after year. But it is no necessary part 
of this educational philosophy that a child’s subject of specialisa- 
tion at school should be at all closely related to his after career ; 
indeed, it is almost preferable that it should not, as the 
Goodenough Committee on Medical Schools recognised in 
praising classics as a good school training for a doctor. Classics 
is, indeed, the original and still one of the best forms of 
specialisation, although—and perhaps because—it is also 
vocationally the least useful. 

*x 


It is unlikely that the new examinations will do much either to 
prevent specialisation in English schools or to change its char- 
acter ; but they may do quite a lot to deprive it of its educational 
potentialities—unless, that is, the Minister changes his mind 
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about the age limit or the universities give way much more than 
they seem likely to. It is the age limit that is at once the most 
harmful and the least necessary part of the new proposals. 
“ The new system,” said the Minister at one point in his address, 
“jis based on the idea that the schools have grown up and 
must be left with the responsibility for the proper education 
of their pupils . .. I trust the schools to do what is right.” 
Yet he is in fact forcing many of the best schools in the 
country to do what they believe is wrong. Or again, “ we don’t 
have children for examinations, but examinations for children.” 
If that impeccable sentiment means anything at all, it means 
that children should be allowed to go in for examinations when 
they are ready for them, not when a particular spot in the 
calendar is reached. 

Education in this country has hitherto, most fortunately, not 


Malays and 


ITTLE has been heard in recent weeks of the campaign 
against the terrorists of Malaya. It is reported that shock- 
ing and senseless murders still occur, that the Guards are happy 
in the jungle, and that the Malays are working wholeheartedly 
with the British in hunting the Communists at the heart of the 
conspiracy. And now even these items of news tend to lose 
importance beside the international repercussions of the Dutch 
police action in Java and Sumatra. Indeed the observer in 
London is tempted to congratulate himself on the success of 
the British in keeping the troubles of Malaya away from the 
councils of Uno, and in handling as a domestic matter the threat 
to order and prosperity presented by an exclusively Chinese 
conspiracy. 

It would be foolish to carry self-congratulation too far. The 
conspiracy, it is true, may be stifled by next summer ; but then 
Malayans and Malays will return to the real business of politics 
—politics whose links with the great surrounding world of 
South-East Asia cannot be disregarded. It is not too soon to 
consider the problems which will face the officials at Kuala 
Lumpur once order is restored—in fact, to reconsider a British 
policy of which the main lines were laid down before the extent 
of the Communist threat to South-East Asia had been under- 
stood or foreseen, and before the union of the western countries 
interested in South-East Asia had even been thought of. Malaya, 
even more than Indonesia, has a vital part to play in British and 
European recovery ; it is in the vanguard of the fight against 
dollar indebtedness. Terrorism having failed to disrupt produc- 
tion, it is unthinkable that the Communists will not return to 
the attack by more subtle and devious political methods. Enough 
is now known of their techniques and their slogans for them to 
be anticipated ; and in Malaya there are unique opportunities 
jor frustrating Communism by skill and statesmanship. 

It has always to be remembered that the country called 
Malaya was formed out of the former British Straits Settlements 
and nine Malay principalities under British protection. There 
is in fact no Malayan nation. Yet its peoples, though not fused 
together in a common nationality, are so intermingled that no 
basis for partition of the territory could be found—except in the 
case of preponderantly Chinese Singapore. This ethnic diversity 
of Malaya is both an advantage and a disadvantage for the 
British sovereign power. On the one hand, it makes Malaya 
relatively easy to control; the British, returning there after the 
war, were not faced with any unified national movement such 
as confronted the French in Viet Nam, or the Dutch in Java. No 
attempt was made to create a Malayan Republic, nor has any 
strong nationalist party combining the Malay, Chinese and 
Indian communities yet come into existence. On the other 
hand, there is the fact that both the Chinese and Indian com- 
rounities retain links with their respective homelands, while the 
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been an issue in party politics. Nor is there any reason wii 
ever should be. It is true that of the two great objecti : 
educational policy—to preserve high standards where they exis, 
and to raise the average standard—the first has the greater appeal 
to those who are natural conservatives and the second to thox 
whose bent of mind it is to rate quality below equality. Buti 
would be a disaster if these differences in emphasis hardened intg 
issues between the parties. Unfortunately, the Ministry of Edw 
cation has been so conducted in the past three years as to arouse 
in many minds the suspicion that it is the Labour Government 
deliberate intention to ruin the schools of the middle class. The 
suspicion is unjust, but it exists. Mr Tomlinson’s behaviour ig 
the matter of the School Certificate has fostered it. Would 
not be worth his while to do something to remove it ? 


Communists 


Malays have ties with their kin in Sumatra and Java; so it is that 


the ethnic problems of Malaya have an international significance } 


which makes it impossible to deal with them merely as matters 
of colonial administration. 
The Chinese are the most numerous of the three Malayan 


communities, though they are less than half the total population | 


Commercially and financially they are even more preponderant, 
The crucial question in Malaya has always been whether they 
should be allowed to settle on the land. The Malay sultans, 
as the nominal rulers outside the Straits Settlements, have been 
unwilling to alienate agricultural land to non-Malays, and up t0 
1940 the British administrators did not press them to do so, 
recognising the strength of the Malay feeling that if the land 
were once invaded, their country would be as good as lost 
them. In 1940, however, economic pressure forced on the 
British a modification of policy. As a result of the growth of 
the rubber and tin industries, Malaya had become dependent on 
imported rice for two thirds of its consumption, and the war- 
time shortage of shipping ‘made such a dependence both incon- 
venient and dangerous; the first moves were made, therefore, 
to make land available to Chinese for rice cultivation. After 
the Japanese conquest of Malaya, the desire to reduce depen+ 
dence on imported food supplies was even stronger, and the 
Japanese further encouraged Chinese land settlement. Since 
the end of the war, with an acute rice shortage affecting the 
whole world, the maximum provision of home-grown rice has 
continued to be a vital necessity ; but in the face of growing 
Malay opposition, the question of land titles, especially of those 
derived from Japanese authority, has been very difficult. A 
compromise has been attempted by confining Chinese settle- 
ment to certain areas, but numbers of Chinese continue on the 
land as illegal squatters. It is these squatiers who have, since 
the beginning of the Communist insurrection, provided the 
principal support for the terrorist guerilla bands operating from 
jungle lairs. 

Before the war the Malays had another ground of quarrel 
with the Chinese which brought about important changes in 


- British policy. From the commencement of the Japanese 


invasion of China in 1937 the Chinese traders in Malaya—and 
nearly all retail trade was in Chinese hands—joined in a boycott 
of Japanese products, which deprived the Malays of many cheap 
goods to which they had become accustomed. The Malays, 
unable to understand the rights and wrongs of the war between 
China and Japan, merely resented the Chinese action and their 
resentment tended to align their sympathies with Japan rather 
than with China. For the Malayan Chinese, on the other hand, 
the Anglo-Japanese war which began in December, 1941, was 
merely a continuation of China’s war, and they were anti- 
Japanese even if they were not pro-British. The Chinese Com- 
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munists had even stronger motives for resistance to Japan; their 
cause was the Soviet Union’s as well as China’s. Thus, while 
the Malays in general showed a passive and indifferent attitude 
towards the war, the Chinese put up a considerable resistance. 
The greatest effort was made by the Communists—almost all of 
them Chinese—who formed a guerilla force, the Anti-Japanese 
Malayan People’s Army, equipped with weapons parachuted into 
Malaya by British aircraft. 

The relative performances of Chinese and Malays in wartime 
had in London the effect of producing a postwar policy which 
can only be described as anti-Malay. This was the scheme for 
a Malayan Union, with abolition of the Malay States as such. 
Tire Malays, however, reacted to the scheme with such un-, 
expected vigour that it had to be modified in their favour; the 
present Malayan Federation is the result. 

Indeed, the most striking feature of postwar Malaya has been 
the growth of Malay (not Malayan) national consciousness, 
greatly stimulated by the spectacle of partial Indonesian inde- 
pendence being achieved in Java and Sumatra. Meanwhile the 
Chinese community has been increasingly affected by the reper- 
cussions of the civil war in China, and has split into Kuomintang 
and Communist factions. 

So far Malayan Communism, although theoretically recruit- 
ing trom all the communities of Malaya, has been an almost ex- 
clusively Chinese movement, even in industrial enterprises. For 
example, in the miners’ trade union at the Batu Arang coal mine 
before last June there were 860 Indian and 450 Chinese 
members, yet the executive officials of the union were all Chinese 
and mostly Communists. In the dockers’ trade union at Port 
Swettenham only a third of the members were Chinese, but 
Chinese Communists held the key positions. The recent Com- 
munist revolt has been so completely Chinese that it has had 
the effect of sharply worsening Malay-Chinese relations, eve 
though the bulk of the Chinese community has taken no part 
in it and the great majority of the victims of Communist killing 
have been Chinese—supervisory employees on rubber estates 

or members of the Kuomintang. The Kuomintang in Malaya 
lias in fact a paramilitary force of its own and would like to 
carry On a private war against the Communists; but the British 
1uthorities have rightly regarded the restoration of order as the 
business of properly constituted army and police forces. Equally, 
though Malays have been recruited in local police units, the 
Government has been careful to ensure that Malay opposition 


NOTES OF 


The Government of Northern Ireland has, after a good deal 
of deliberation, decided that some vigorous form of counter- 
measure is needed to meet the claim on the Six Counties, 
implicit in Eire’s assumption of the title of “ The Republic of 
Ireland,” and explicit in the new campaign against partition 
on which both the Eire Government and Mr de Valera have 
embarked, Sir Basil Brooke has come to London with a number 
of proposals which include changing the title of Northern Ireland 
to Ulster, some form of legislation to ensure that no changes are 
made in Northern Ireland’s constitutional position withour its 
express consent, and a general tightening of administrative powers 
in readiness for any pressure from the south. It is clear that 
Eire’s final severance of any link with the Crown, coming at a 
time when the British Nationality Act allows to its citizens 
privileged status not only in Great Britain but also Northern 
Ireland, has caused a good deal more concern in Belfast than in 
London. 

The proposal to adopt the name of Ulster is an issue on which 
opinion in Northern Ireland will itself be decisive. But there 
may be some reluctance in Great Britain to see the alteration 
made, for it is neither an accurate description of the geographical 
area, nor a name with very happy associations. 

The legislative provision that the Northern Irish Government 
appears to have in mind is a clause, which could appear in the 
Bill needed to regularise the effects of Eire’s severance with 
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to the Communists does not develop into indiscriminate reprisals 
against the Chinese. 

The situation in Malaya is now distinctly healthier than before 
the outbreak. Then the Communists had secured virtually a 
stranglehold on the economy of the country by their extra-— 
Ordinary success in organising trade unions under the control 
of their party. Their method was to combine the numerous 
small unions into federations, which extracted a large part of 
union funds and performed no function except to act as agencies 
of political control ; strikes were constantly being called for 
political purposes. When the crisis came in June, however, 
the Government issued an ordinance requiring trade union 
federations to be confined to unions in similar occupations or 
industries, and all union officials to be men with not less than 
three years’ experience of the particular industry. This law 
automatically disqualified most of the federations and their 
Communist professional organisers ; most of the latter fled to 
the jungle to join the guerillas (often taking the union funds with 
them). Since then there has been a general reorganisation and 
encouragement of unions freed from Communist control, and 
present policy is based on the exhaustive report prepared this 
year for the Colonial Secretary by the Awbery-Dalley 
Commission.* 

x 


The immediate danger to Malaya has passed, but it would 
be unwise to assume that its problems can now be put out of 
the way and forgotten. They are likely to intrude again before 
very long on the attention of Parliament and the public in this 
country. The victories of the Communists in China will be 
bound to inspire their co-believers in Malaya to fresh efforts, 
and if a Communist-controlled Government is formed in China, 
it may try to give active official support to the Malayan Chinese 
in contests with both the Malays and the British administration. 
From another quarter, India may be expected to take an 
increasing interest in the fate of the third in strength of the 
Malayati communities. Finally, the days of the “ non-political ” 
Malay are over, and for better or worse Nialay nationalism in 
the peninsula must:in future be more and more closely linked 
with the “ Pan-Malayan ” nationalism of Indonesia. 





**Tabour and Trade Union Organisation in the Federation of 
Malaya and Singapore.” Report by Mr. S. S. Awbery, M.P., J.P., 
and Mr. F. W. Dalley. Printed by the Government Press, Kuala 
Lumpur, 
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the Crown, stating that no change in the constitution of Northern 
Ireland shall be made without the full consent of its people. Such 
an assurance has already been given verbally by Mr Attlee on at 
least two occasions in the Commons, but Sir Basil Brooke and 
his colleagues want something which would be regarded as more 
binding than a mere declaration. 

In the administrative field they seek some stronger control over 
immigration from the south, control which they might not 
immediately exercise, but which they feel would be convenient to 
have at hand. At the present moment the only effective control on 
the movement of Eire citizens into Northern Ireland is provided 
by employment regulations. These prohibit a person from being 
employed in Northern Ireland without special permission. The 
wartime system under which no one could remain longer than 
six weeks without a permit of residence has been swept aside. 
Hence the authorities in the north feel that Eire is getting 
advantages both ways. By severing its link with the Crown it 
has been able to underline its claim to all of Ireland. Yet under 
the British Nationality Act, which has now come into force, 
its citizens are guaranteed the same privileged status in the 
United Kingdom as those from any part of the Commonwealth. 


* 
8 


Behind these legal niceties lies the major political issue of the 
future of Northern Ireland. The issue of partition is one on 
which che British position is quite clear: while anxious to restrain 
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Nerihern Ireland from action which might embitter Britain’s 
relations with Eire, Britain has no intention of sacrificing Northern 
Ireland. The vital role that Northern Ireland played in the war, 
net only by its contribution of men and materials, but also 
by its importance as a base in the Battle of the Atlantic, is 
net forgotten. So long as there is the danger of another war, 
and so long as Eire shows no readiness to depart frem its policy 
of neutrality, there is not likely to be any shift of opinion in this 
country on the future of Northern Ireland. Its position 1s 
imattressed by something more substantial than any legal guaran- 
tees—by the solid backing for Northern Ireland of the bulk of 
British opinion. It has also considerable support in the United 
States, where Mr De Valera’s protests against the landing of 
American troops in Northern Ireland in 1942 have not altogether 
been forgotten. Indeed, the United States, with the Atlantic Pact 
under negotiation, is almost as deeply concerned with the future 
f Northern Ireland as is Great Britain. A word of caution from 
Washington to those in Dublin who would like to force the issue 

partition without undertaking any positive defensive com- 

itments would be perhaps the most valuable contribution which 


Tt 
t 
ld be made to the future of all parts of Ireland. 
* * ® 


Busmen’s Holiday 


A solid wall of opposition convinced the delegates of the 








London busmen on Wednesday that a continuance of the unofficial 
sioppages on Saturday afternoons would do them more harm 

n good. The Minister of Labour and their union condemned 
their action, Lord Latham, the chairman of the London Trans- 


rt Executive, threatened the strikers with dismissal for breach of 

itract, and the travelling public ef all social levels and sympathies 
made plain its disapproval. The final word rests with the 
garages and depots, whose decision will not be known before 
Zhe Economist goes to press, but the fact that the delegates 
voted by a two-thirds majority to resume normal working and 

refer the dispute to arbitration makes it probable that the 
int irresponsibility of the strike on New Year’s Day will not 
repeated. The removal of the strike threat (which might 
eappear if the arbitration award is unfavourable) should lead to 
the collapse of a similar threat in the provinces. 

It is arguable that the London Transport Executive acted 

ther rashly in threatening the strikers with dismissal, on the 
e of discussions with the Ministry of Labour, and before the 

nion had had a chance to reassert its authority. The threat would 
ave been difficult to carry out and for a time it suffened the 
titude of the men. But it had the effect of reminding the 
smen that there are two parties to a contract of employment— 
ct which the whole trend of contemporary labour relations is 
spt to obscure. In any case, the Executive’s prompt action 
prevented a situation which, when eventually it does arise, will 
ve a severe jolt to the nation—that a nationalised board is as 
likely, indeed more likely, to have to hand out the medicine of the 
body economic as any other employer. 

The most satisfactory feature of the week’s events has been 
the reassertion of the authority of the Transport and General 
Workers’ Union. The painful spectacle of its general secretary, 
Mr Deakin, in last July’s London dock strike, being quite unable, 
from the side of the angels, to exert any influence over his own 
constituent members, has not been repeated. Mr Deakin has a 
jong way to go before he can feel any satisfaction with the 
internal cohesion of his union, but he has at least done something 
to earn, in the eyes of the public, the honour which was bestowed 
upon him at the New Year. 


*x x * 


Marshall Planning in the Second Year 


Along with the interim report on the long-term plans for 
recovery (discussed in a leading article), the Council of the Organi- 
sation for European Economic Co-operation has also passed and 
submitted to Washington the annual programme for 1949-50. 
These estimates for the second year of the Marshall plan have 
not been blended together, but are set out as nineteen individual 
programmes of the participating nations, accompanied by a run- 
ning commentary from the OEEC Council and by suggestions for 
their improvement. Included in the programmes are requests for 
dollar aid to cover needs in 1949-50 and estimates of production, 
consumption, trade and capital investment in the coming year. 

No thoroughgoing co-ordination has been attempted because 
time was short, because Congress has not met to decide how 
many dollars it wil] appropriate for the second instalment of 
Marshall aid, and—perhaps most important—because no agree- 
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ment yet exists on the way to integrate the long-term programmes, — 
Once the general outlines of the comprehensive four-year ; 
are established, fairly radical changes may be necessary int 
various 1949-50 estimates. Bt 

Meanwhile the Council has some candid remarks to make about 
the “weaknesses” of particular programmes and the oven 


opumistic intentions which they represent. For one thing jp 


considers that the 19 nations taken together are asking for tog | 


much dollar aid. The two largest recipients this year—Britaig 
and France—have cut their dollar requests by 25 and 10 per cent 
respectively, but increased demands for dollars have come from 
Greece (36 per cent more), Sweden (§5 per cent more), Turkey 
(88 per cent more), and Portugal, which asked for no dollars 
last year and now wants $100.6 million. Fe 

The total adds up to $4,654 million (£1,159,240,000)—only some 
$200 million less than the Marshall aid provided in the current 
vear. Therefore a cut of § per cent is recommended, bringing the 
total dollar request to $4,347 million. The reduction mainly hits 
dollar imports of food which were intended to raise the average 
food consumption by 7 per cent, an increase regarded by OQEEC ag 
unwarranted in view of the dollar pinch. 

Indeed, most of the criticisms which have been directed at the 
1949-50 programme are in many ways a small-scale replica of 
the doubts raised by the four-year targets. ‘The Council suggests 
that the estimates for both agricultural and industrial production 
in the coming year are on the optimistic side. It is not at alf 
certain that harvests in 1949-50 will be above those of the current 
year or that industrial output can be raised by from § to Io per 
cent. Furthermore, there is concern at the scale of projected 
investment. Can such extensive investment programmes bs 
maintained without multiplying the present inflationary risks ? 

As for exports, the Council feels that the planned aggregate 
expansion of 18 per cent as compared with 1948-49 is within 
the realm of possibility, but thinks it unlikely to be achieved if 
the ERP countries count on increasing sales to one another of 
such commodities as textiles. On the question of imports, it is 
suggested that greater reductions will be needed in purchases from 
the dollar area. 

The Council points out that it lacks the necessary authority to 
alter either the plans or the policies of the individual ERP 
Governments. Lacking this authority, it adds: “It may well be 
that the Economic Co-operation Administration itself will be 
prepared to make precise and quantitative statements . . . om 
the programmes of the individual countries.” It will be interesting 
to see how Washington reacts to this invitation and challenge. 


* * * 


Western Defence Team 


To have got an Allied Supply Board working to the satis- 
faction of the five Brussels Pact Governments is not the least of 
the achievements cf the western defence team which Lord Mont- 
gomery is leading. For—as so often happens in Western Union 
affairs—it was only the British Government that could produce 
straight away the right men trained in the use of the appropriate 
machinery. From the Joint War Production Staff it was possible 
to secure representation of all the interested departments and 
to set some kind of example for the Allied Staffs. 

From this initial stage to agreement on the way armaments 
production should be distributed in western Europe is a long 
step, but the objective is not out of sight. It will be seen more 
clearly when more is known about the North Auantic Pact and 
the American contribution to be expected under that instrument— 
if Congress approves it. Sufficient for the moment is the task 
of surveying production possibilities in the light of long-range 
and immediate needs, the correct appreciation of which is the 
major problem of western defence planning. 

Another step forward in recent weeks has been the establish- 
ment of the Finance Committee of the Five Powers to which 
questions of payment can be referred for ministerial opinion, even 
if only to be shelved. For the way in which defence costs shall 
be shared has not yet been found, and it has been decided very 
sensibly not to allow uncertainty on this score to hold up action 
and planning. In fact, most of the paying that is being done 
comes from British and French pockets, for only in Britain and 
France do proper headquarters exist with staffs and accommoda- 
tion whose salaries and costs have now to be found from month 
to month. 

The western defence machinery is gradually taking on a 
shape which recalls the system built up by the Americans and 
British during the war. This will be all to the good when the 
ume comes to consider by what means American and Canadian 
military aid and advice shall reach the Western Union under 
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the North Atlantic Pact. Even Lord Montgomery’s position— 
delicate and difficult though it is in these early stages—is coming 
to resemble General Eisenhower’s in 1943 so far as his relations 
with superior authority are concerned. He and his British and 
French colleagues are responsible to the Western Union Chiefs 
of Staff, who are in return responsible to the five national Ministers 
of Defence. His authority over those below him is far less 
clear, and recent statements in the French and Belgian Chambers 
suggest that national sovereignty in military matters will be given 
up only little bit by little bit—and surreptitiously at that. 

A constitutional lawyer, asked to decide where the final authority 
in western defence now lies, would have to find that it lay not 
with the Foreign Ministers of the Five Powers—who form the 
highest “level” of the Brussels Pact organisation—but with the 
national parliaments meeting separately. It is this untidiness 
which worries the French and which has helped to cause Dr 
Dalton and his colleagues headaches in their Paris discussions 
on the methods by which closer political union might be attained. 
Mr Bevin has wisely asked for more time to consider the rather 
dishonest compremise between British and French views that they 
have presented to him. Paris has, of course, expressed the dis- 
appointment with British caution which has become as regular 
as the change of the moon, regardless of the fact that the advisory 
council of Western Union (Ministers proposed by Mr Bevin) 1s 
likely to do more and talk less than the political Assembly to 
which the French attach such symbolic importance. 


* *- * 


Reluctant Rearmament 


In spite of their agreement that rearmament is necessary, the 
signatories of the Brussels Pact have been unable or unwilling 
to spend very much more of their national budgets on defence. 
‘The percentage of the budgets set aside for rearmament in 1949 
shows only a small increase over that for 1948 ; although of course 
total expenditure generally has risen. 

Belgium spent 6.25 per cent of its budget on defence in 1947, 
5.7 per cent in 1948, and it intends to spend 7.25 per cent in 1949. 
France spent 31 per cent of its budget on defence (a lot of it on 
operations in Indo-China) in 1948, and it intends to spend 28 per 
cent of the ordinary budget or, if the extraordinary budget is 


DEFENCE EXPENDITURE 
(Estimates) 
1948 1949 
4,449 mn. frs. (25-1 5,188 mn. frs. (29-3 


min.) mn.) 
310,000 ma. frs. (about 350,000 mn. frs. (about 


£30 mn.) £34 mn.) 
Holland’. .< &kcs<s <a Fl. 694 mn. (69 mn.) FL. 757 mn. (£75 mn.) 
United Kingdom... £692 man. About £740 mn. 
Umited States ..... $14,600 mn. (£3,650 About $15,000 mn. 
min.) (43,750 mn.). 


taken into account, 18.6 per cent in 1949. Holland’s defence 
expenditure in 1948 was 18 per cent of its total budget (though 
this may have to be increased because of operations in Indonesia) 
while the defence estimate for 1949 is 22 per cent of the budget. 
The percentage of the British estimates set aside for defence in 
1948 was 18.4; the figures for 1949 are not yet known, but 
defence should not account for much more than 20 per cent of 
the total budget. 

Altogether, the four chief signatories of the Brussels Pact, 
Britain, France, Belgium and Holland, intend to spend about 
£878 million on defence in 1949. The defence costs of Britain 
alone in 1945-46 were £4,410 million, Admittedly that figure 
covered the closing stages of the war, but it gives some standard 
of comparison to assess the adequacy of the present defence 
budgets. Of the governments which may be included in the 
North Atlantic Pact the United States alone is maintaining some- 
thing approaching an impressive standard of preparedness, and 
defence appropriations in 1948 amounted to $14,600 million. 

It is of course true that the Brussels Pact Powers are all engaged 
in a struggle for recovery which makes an increase in defence 
expenditure difficult and undesirable on economic grounds. 
Nevertheless, if the defence of the Western Union is to be 
seriously undertaken, more money and materials will have to be 
devoted to the men and weapons which are now needed. More- 
over, if American military aid were to fall short of expectations, 
there would have to be a sharp change in the present policy of 
reluctant rearmament. 


49 
Crime and Punishment 


The announcement that two more murderers are to be 
executed next week, one of them the first woman to be executed 
in this country since 1936, coincides with an announcement, by 
Scotland Yard of the additional measures to be taken to deal with 
crimes of violence in the London area. The public is uneasy 
about what seems to have been an incfease in these crimes in 
recent weeks, and presumably in an attempt to allay this uneasi- 
ness Scotland Yard has also given some figures showing that in 
the first eleven months of last year indictable crimes in the London 
area were slightly lower than in the corresponding period of 1947. 
Armed robbery offences were 43, compared with 58, and murders 
31, compared with 37. Even the December figures, though not 
yet analysed, show a small fall in the number of indictable crimes. 

These figures, though they may put the-present outbreak in a 
better perspective, are not reassuring. They merely show that 
criminals still have the better of the police. The number of 
arrests for burglary last year increased by 14.8 per cent and for 
armed robbery by 22.9 per cent, but of the total indictable crimés 
known to the police only about 25 per cent were “ successfully 
concluded.” What the figures also show is that capital punishment 
has no effect on the number of crimes of violence. During the 
greater part of last year no murderers were executed. Yet, in 
London at least, there were fewer murders ; and whatever the 
analysis of the December figures reveals, the resumption of capital 
punishment in November cannot be hailed as responsible for any 
slight fall that may be shown in the number of violent crimes. 
No execution, not even the execution of a woman—which will 
probably do far more harm than good to public morale—is 30 
effective as the certainty of arrest and conviction. This requires 
an efficient, fully manned police, and the most significant fact 
revealed by Scotland Yard this week is that the Metropolitan 
police force is still only 75 per cent of its prewar strength. 


* * * 


Dentists and Doctors 


The Minister of Health’s regulation reducing by half dentists’ 
earnings over £4,800 gross in a year comes into force on February 
Ist. Its appearance was accompanied by a statement from the 
Ministry comparing the actual earnings of some dentists with the 
standard payment recommended by the Spens Committee. This, 
after allowance has been made for the change in money values, 
works out at £3,858 gross a year for a dentist working 33 hours 
a week at the chairside (or should it be more appropriately called 
at the tooth face ?). The new regulation allows the full Spens 
rate to be earned for a 42-hour week, because of the heavy demands 
on dentists’ services at present, but the Minister considers that 
if dentists work longer hours than this, their work cannot be 
efficient—hence the cut in earnings over £4,800. 

Mr Bevan’s case is logical. His statement goes on to reveal that 
20 per cent of the dentists in the health service are earning £4,800 
gross a year or more, and although some dentists can combine 
skill with speed, it is certain that most of these high incomes are 
being earned at the expense of efficiency. What is doubtful is 
whether the new regulation will be able to check abuses, whether, 
in fact, payment for items of treatment is the right way to pay 
the practitioners in a health service. ' 

There can be no doubt that many doctors, especially general 
practitioners, contrast the dentists’ favoured position with their 
own. Their work has greatly increased since Tuly 5th, though 
not by any means all of the increase is medical. Yet they are 
restricted to a capitation fee which seems to be providing incomes 
less than the Spens Committee intended—though this cannot be 
definitely accepted until the investigations now taking place are 
completed. It would be very wrong if the Ministry of Health, 
properly anxious to limit the expenses of the health service at 
some point, were to refuse just increases in pay to the general 
practitioners on whom the main burden of maintaining the national 
health ought to fall. 

. o . 


The British Household 


The enquiry carried out during April, 1947, by the Govern- 
ment Social Survey Unit into some 6,000 sample households in 
Great Britain, and now published* for circulation to interested 
bodies, contains some odd and unexpected information. Would 
the lay observer, for instance, have surmised that as many as 
16 per cent of British households consisted of persons aged 50, 

* “The British Household,” by P. G. Gray. Obtainable from the 


Librarian, The Social Survey, Montague Mansions, Crawford Street, 
London. W.1. Price 5s. post free. 
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Northern Ireland from action which might embitter Britain’s 
relations with Eire, Britain has no intention of sacrificing Northern 
Ireland. The vital role that Northern Ireland played in the war, 
net only by its contribution of men and materials, but also 
by its importance as a base in the Battle of the Atlantic, is 
not forgotten. So long as there is the danger of another war, 
aii so long as Eire shows no readiness to depart from its policy 
of neutrality, there is not likely to be any shift of opinion in this 
country on the future of Northern Ireland. Its position is 
futtressed by something more substantia] than any legal guaran- 
tees—by the solid backing for Northern Ireland of the bulk of 
British opinion. It has also considerable support in the United 
States, where Mr De Valera’s protests against the landing of 
American troops in Northern Ireland in 1942 have not altogether 
been forgotten. Indeed, the United States, with the Atlantic Pact 
under negotiation, is almost as deeply concerned with the future 
f Northern Ireland as is Great Britain. A word of caution from 
Washington to those in Dublin who would like to force the issue 

partition without undertaking any positive defensive com- 
nitments would be perhaps the most valuable contribution which 

uld be made to the future of all parts of Ireland. 


* * * 


Busmen’s Holiday 


A solid wall of opposition convinced the delegates of the 
ndon busmen on Wednesday that a continuance of the unofficial 
pages on Saturday afternoons would do them more harm 


7 


than good. The Minister of Labour and their union condemned 
their action, Lord Latham, the chairman of the London Trans- 

rt Executive, threatened the strikers with dismissal for breach of 
f 


1 4} 
yt ‘ ana th 


contract, and the travelling public of all social levels and sympathies 
made plain its disapproval. The final word rests with the 
garages and depots, whose decision will not be known before 
Lhe Economist goes to press, but the fact that the delegates 
voted by a two-thirds majority to resume normal working and 


Pete A a 


refer the dispute to arbitration makes it probable that the 


repeated. The removal of the strike threat (which might 
eappear if the arbitration award is unfavourable) should lead to 
the collapse of a similar threat in the provinces. 

It is arguable that the London Transport Executive acted 
ther rashly in threatening the strikers with dismissal. on the 

e of discussions with the Ministry of Labour, and before the 
nion had had a chance to reassert its authority. The threat would 
iave been difficult to carry out and for a time it suffened the 
tuitude of the men. But it had the effect of reminding the 

smen that there are two parties to a contract of employment— 
i fact which the whole trend of contemporary labour relations is 
pt to obscure. In any case, the Executive’s prompt action 
prevented a situation which, when eventually it does arise, will 

ve a severe jolt to the nation—that a nationalised board is as 
l:kely, indeed more likely, to have to hand out the medicine of the 
body economic as any other employer. 

The most satisfactory feature of the week’s events has been 
the reassertion of the authority of the Transport and General 
Workers’ Union. The painful spectacle of its general secretary, 
Mr Deakin, in last July’s London dock strike, being quite unable, 
irom the side of the angels, to exert any influence over his own 
constituent members, has not been repeated. Mr Deakin has a 
long way to go before he can feel any satisfaction with the 
internal cohesion of his union, but he has at least done something 
to earn, in the eyes of the public, the honour which was bestowed 
upon him at the New Year. 


* + * 


Marshall Planning in the Second Year 


Along with the interim report on the long-term plans for 
recovery (discussed in a leading article), the Council of the Organi- 
sation for European Economic Co-operation has also passed and 
submitted to Washington the annual programme for 1949-50. 
These estimates for the second year of the Marshall plan have 
not been blended together, but are set out as nineteen individual 
programmes of the participating nations, accompanied by a run- 
ning commentary from the OEEC Council and by suggestions for 
their improvement. Included in the programmes are requests for 
dollar aid to cover needs in 1949-50 and estimates of production, 
consumption, trade and capital investment in the coming year. 

No thoroughgoing co-ordination has been attempted because 
time was short, because Congress has not met to decide how 
many dollars it will appropriate for the second instalment of 
Marshall aid, and—perhaps most important—because no agree- 
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ment yet exists on the way to integrate the long-term Programmes, 
Once the general outlines of the comprehensive four-year 

are established, fairly radical changes may be necessary in 
various 1949-50 estimates. 9 

Meanwhile the Council has some candid remarks to make about 
the “weaknesses” of particular programmes and the oven 
opumistic intentions which they represent. For one thing jp 
considers that the 19 nations taken together are asking for 
much dollar aid. The two largest recipients this year—Britaig: 
and France—have cut their dollar requests by 25 and 10 per ceng 
respectively, but increased demands for dollars have come from 
Greece (36 per cent more), Sweden (55 per cent more), Turkey 
(88 per cent more), and Portugal, which asked for no dollasy 
last year and now wants $100.6 million. ‘i 

The total adds up to $4,654 million (£1,159,240,000}—only some 
$200 million less than the Marshall aid provided in the current 
vear. Therefore a cut of § per cent is recommended, bringing the 
total dollar request to $4,347 million. The reduction mainly hits 
dollar imports of food which were intended to raise the average 
food consumption by 7 per cent, an increase regarded by OEEC ag 
unwarranted in view of the dollar pinch. 

Indeed, most of the criticisms which have been directed at the 
1949-50 programme are in many wavs a small-scale replica of 
the doubts raised by the four-year targets. ‘The Council suggests 
that the estimates for both agricultural and industrial production 
in the coming year are on the optimistic side. It is not at all 
certain that harvests in 1949-50 will be above those of the current 
year or that industrial output can be raised by from § to Io per 
cent. Furthermore, there is concern at the scale of projected 
investment. Can such extensive investment programmes be 
maintained without multiplying the present inflationary risks ? 

As for exports, the Council feels that the planned aggregate 
expansion of 18 per cent as compared with 1948-49 is within 
the realm of possibility, but thinks it unlikely to be achieved if 
the ERP countries count on increasing sales to one another of 
such commodities as textiles. On the question of imports, it is 
suggested that greater reductions will be needed in purchases from 
the dollar area. 

The Council points out that it lacks the necessary authoritv to 
alter either the plans or the policies of the individual ERP 
Governments. Lacking this authority, it adds: “It may well be 
that the Economic Co-operation Administration itself will be 
prepared to make precise and quantitative statements . . . om 
the programmes of the individual countries.” It will be interesting 
to see how Washington reacts to this invitation and challenge. 


* * * 


Western Defence Team 


To have got an Allied Supply Board working to the satis- 
faction of the five Brussels Pact Governments is not the least of 
the achievements of the western defence team which Lord Mont- 
gomery is leading. For—as so often happens in Western Union 
affairs—it was only the British Government that could produce 
straight away the right men trained in the use of the appropriate 
machinery. From the Joint War Production Staff it was possible 
to secure representation of all the interested departments and 
to set some kind of example for the Allied Staffs. 

From this initial stage to agreement on the way armaments 
production should be distributed in western Europe is a long 
step, but the objective is not out of sight. It will be seen more 
clearly when more is known about the North Atlantic Pact and 
the American contribution to be expected under that instrument— 
if Congress approves it. Sufficient for the moment is the task 
of surveying production possibilities in the light of long-range 
and immediate needs, the correct appreciation of which is the 
major problem of western defence planning. 

Another step forward in recent weeks has been the establish- 
ment of the Finance Committee of the Five Powers to which 
questions of payment can be referred for ministerial opinion, even 
if only to be shelved. For the way in which defence costs shall 
be shared has not yet been found, and it has been decided very 
sensibly not to allow uncertainty on this score to hold up action 
and planning. In fact, most of the paying that is being done 
comes from British and French pockets, for only in Britain and 
France do proper headquarters exist with staffs and accommoda- 
tion whose salaries and costs have now to be found from month 
to month. 

The western defence machinery is gradually taking on a 
shape which recalls the system built up by the Americans and 
British during the war. This will be all to the good when the 
ume comes to consider by what means American and Canadian 
military aid and advice shall reach the Western Union under 
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the North Atlantic Pact. Even Lord Montgomery’s position— 
delicate and difficult though it is in these early stages—is coming 
to resemble General Eisenhower's in 1943 so far as his relations 
with superior authority are concerned. He and his British and 
French colleagues are responsible to the Western Union Chiefs 
of Staff, who are in return responsible to the five national Ministers 
of Defence. His authority over those below him is far less 
clear, and recent statements in the French and Belgian Chambers 
suggest that national sovereignty in military matters will be given 
up only little bit by little bit—and surreptitiously at that. 

A consututional lawyer, asked to decide where the final authority 
in western defence now lies, would have to find that it lay not 
with the Foreign Ministers of the Five Powers—who form the 
highest “level” of the Brussels Pact organisation—but with the 
national parliaments meeting separately. It is this untidiness 
which worries the French and which has helped to cause Dr 
Dalton and his colleagues headaches in their Paris discussions 
on the methods by which closer political union might be attained. 
Mr Bevin has wisely asked for more time to consider the rather 
dishonest compromise between British and French views that they 
have presented to him. Paris has, of course, expressed the dis- 
appointment with British caution which has become as regular 
as the change of the moon, regardless of the fact that the advisory 
council of Western Union (Ministers proposed by Mr Bevin) is 
likely to do more and talk less than the political Assembly to 
which the French attach such symbolic importance. 


* *x- * 


Reluctant Rearmament 


In spite of their agreement that rearmament is necessary, the 
signatories of the Brussels Pact have been unable or unwilling 
to spend very much more of their national budgets on defence. 
‘The percentage of the budgets set aside for rearmament in 1949 
shows only a small increase over that for 1948 ; although of course 
total expenditure generally has risen. 

Belgium spent 6.25 per cent of its budget on defence in 1947, 
5.7 per cent in 1948, and it intends to spend 7.25 per cent in 1949. 
France spent 31 per cent of its budget on defence (a lot of it on 
operations in Indo-China) in 1948, and it mtends to spend 28 per 
cent of the ordinary budget or, if the extraordinary budget is 


Derence EXPENDITURE 
(Estimates) 


1948 1949 
Beluium.......eeee 4,449 mn. frs. (25-1 5,188 mn. frs. ({29-3 
mn.) . mn.) 
PIANC ws cans spent 310,009 mu. frs. (about 350,000 mn. frs. (about 
£30 mn.) £34 mn.) 
Hollagd: . cues occas Fl. 694 ma. ({69 mn.) Fl. 757 mn. (475 mn.) 
United Kingdom... £692 mn. About £740 mn, 
United States ..... $14,600 mn. (£3,650 About $15,000 mn. 


mn.) (£3,750 man.). 


taken into account, 18.6 per cent in 1949. Holland’s defence 
expenditure in 1948 was 18 per cent of its total budget (though 
this may have to be increased because of operations in Indonesia) 
while the defence estimate for 1949 is 22 per cent of the budget. 
The percentage of the British estimates set aside for defence in 
1948 was 18.4; the figures for 1949 are not yet known, but 
defence should not account for much more than 20 per cent of 
the total budget. 

Altogether, the four chief signatories of the Brussels Pact, 
Britain, France, Belgium and Holland, intend to spend about 
£878 million on defence in 1949. The defence costs of Britain 
alone in 1945-46 were £4,410 million. Admittedly that figure 
covered the closing stages of the war, but it gives some standard 
of comparison to assess the adequacy of the present defence 
budgets. Of the governments which may be included in the 
North Atlantic Pact the United States alone is maintaining some- 
thing approaching an impressive standard of preparedness, and 
defence appropriations in 1948 amounted to $14,600 million. 

It is of course true that the Brussels Pact Powers are all engaged 
in a struggle for recovery which makes an increase in defence 
expenditure difficult and undesirable on economic grounds. 
Nevertheless, if the defence of the Western Union is to be 
seriously undertaken, more money and materials will have to be 
devoted to the men and weapons which are now needed. More- 
over, if American military aid were to fall short of expectations, 
there would have to be a sharp change in the present policy of 
reluctant rearmament. 


43 
Crime and Punishment 


The announcement that two more murderers are to be 
executed next week, one of them the first woman to be executed 
in this country since 1936, coincides with an announcement, by 
Scotland Yard of the additional measures to be taken to deal with 
crimes of violence in the London area. The public is uneasy 
about what seems to have been an incfease in these crimes in 
recent weeks, and presumably in an attempt to allay this uneasi- 
ness Scotland Yard has also given some figures showing that in 
the first eleven months of last year indictable crimes in the London 
area were slightly lower than in the corresponding period of 1947, 
Armed robbery offences were 43, compared with 58, and murders 
31, compared with 37. Even the December figures, though not 
yet analysed, show a small fall in the number of indictable crimes. 

These figures, though they may put the-present outbreak in a 
better perspective, are not reassuring. They merely show that 
criminals still have the better of the police. The number of 
arrests for burglary last year increased by 14.8 per cent and for 
armed robbery by 22.9 per cent, but of the total indictable crimes 
known to the police only about 25 per cént were “ successfully 
concluded.” What the figures also show is that capital punishment 
has no effect on the number of crimes of violence. During the 
greater part of last year no murderers were executed. Yet, in 
London at least, there were fewer murders ; and whatever the 
analysis of the December figures reveals, the resumption of capital 
punishment in November cannot be hailed as responsible for any 
slight fall that may be shown in the number of violent crimes. 
No execution, not even the execution of a woman—which will 
probably do far more harm than good to public morale—is sa 
effective as the certainty of arrest and conviction. This requires 
an efficient, fully manned police, and the most significant fact 
revealed by Scotland Yard this week is that the Metropolitas 
police force is still only 75 per cent of its prewar strength. 


a * * 


Dentists and Doctors 


The Minister of Health’s regulation reducing by half dentists’ 
earnings over £4,800 gross in a year comes into force on February 
Ist. Its appearance was accompanied by a statement from the 
Ministry comparing the actual earnings of some dentists with the 
standard payment recommended by the Spéns Committee. This, 
after allowance has been made for the change in money values, 
works out at £3,858 gross a year for a dentist working 33 hours 
a week at the chairside (or should it be more appropriately called 
at the tooth face ?). The new regulation allows the full Spens 
rate to be earned for a 42-hour week, because of the heavy demands 
on dentists’ services at present, but the Minister considers that 
if dentists work longer hours than this, their work cannot be 
efficient—hence the cut in earnings over £4,800. 

Mr Bevan’s case is logical. His statement goes on to reveal that 
20 per cent of the dentists in the health service are earning £4,800 
gross 4 year or more, and although some dentists can combine 
skill with speed, it is certain that most of these high incomes are 
being earned at the expense of efficiency. What is doubtful is 
whether the new regulation will be able to check abuses, whether, 
in fact, payment for items of treatment is the right way to pay 
the practitioners in a health service. 

There can be no doubt that many doctors, especially general 
practitioners, contrast the dentists’ favoured position with their 
own. Their work has greatly increased since July sth, though 
not by any means all of the increase is medical. Yet they are 
restricted to a capitation fee which seems to be providing incomes 
less than the Spens Committee intended—though this cannot be 
definitely accepted until the investigations now taking place are 
completed. It would be very wrong if the Ministry of Health, 
properly anxious to limit the expenses of the health service at 
some point, were to refuse just increases in pay to the general 
practitioners on whom the main burden of maintaining the national 
health ought to fall. 


7 * * 


The British Household 


The enquiry carried out during April, 1947, by the Govern- 
ment Social Survey Unit into some 6,000 sample households in. 
Great Britain, and now published* for circulation to interested 
bodies, contains some odd and unexpected information. Would 
the lay observer, for instance, have surmised that as many as 
16 per cent of British households consisted of persons aged 50, 


* “The British Household,” by P. G. Gray. Obtainable from the 
Librarian, The Social Survey, Montague Mansions, Crawford Street, 
London. W.1. Price 5s. post free. 
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and over—and that 16 per cent consisted of husband and wife 
alone (although obviously the two groups overlap)? There 1s a 
moral here for the housing programme with its overwhelming 
emphasis on the three-bedroomed house. Would the frequent 
relerences to “ in-law trouble” have led one to suppose that only 
some 7 per cent of the population—not allowing for any double 
counting—share their quarters with a relative by marriage ? 
One may rather guess that in few societies can the proportion 
have been so low. 

The tables relating to type, ownership and rent of the dwelling 
are less surprising. The proportion of owner-occupied houses 
(22 per cent, plus a further 4 per cent in course of purchase by 
their occupiers) was stil] well above the proportion of council 
houses (13 per cent) though considerably below the proportion 
“ otherwise rented” which is over half the total. Volumes 
could be written, however, on the significance of the rent figures 
disclosed. In rural areas 20 per cent of the dwellings were rented 
at ss. a week or Jess, and the average rent for all dwellings was 
13s. 6d.—with a possible error, of 2d. a week or so, attributable to 
housewives’ unwillingness or inability to disclose the figure. It 
used to be held that 20 per cent of the family income was about 
the right proportion to spend on rent. While there is nothing 
sacrosanct about this proportion, a fall to somewhere in the 
neighbourhood of 10 or 12 per cent is strange to find in combina- 
tion with a severe shortage of housing—unless, indeed (as may be 
much truer than most people imagine) the low relative level of 
rents is a large part of the cause of the housing shortage. No 
guess is possible at the number of “ overhoused ” households—the 
proportion of that 16 per cent of elderly or childless couples, 
for instance—whom rent control leaves ensconced in family- 
sized houses, and whom economic rents would persuade into 
a pair of rooms now occupied, perhaps, by a whole family of 
young children. That many of the five-shillings-and-under 
rural dwellings are, to use the official euphemism, sub-standard, 
is beyond question ; though it is surprising and gratifying to 
find that there are proportionately fewer bathless rural houses 
in Britain than in America—where, incidentally, all the informa- 
tion here elicited from a small sample, and much further 
information unsought by the Social Survey, is available as a 
matier of course for the whole nation at each census. 


China’s War for Peace 


A year ago appeals for peace in China were being directed 
to President Chiang Kai-shek to get him to desist from his efforts 
to suppress the Communists and come to terms with them instead. 
Now the exhortations to cease fire and start peaceful negotiations 
ave being addressed to the victorious Communists. It is plainly 
in the in: est of the Kuomintang that the war should now stop, 
and that is also the desire of the great mass of Chinese who are 
neither on one side nor the other but are, as an American corre- 
spondent reports from Peiping, “fed to the teeth with the civil 


war.” 


The Communists appear to be determined to get Nanking and 
10 set up a new central Government under their control. They 
now have the support of Chiang Kai-shek’s old enemy, General 
Li Chi-shen, who has been living in exile in Hongkong and is 
now reported to have left for Communist territory. He leads a 
group of Kuomintang left-wing dissidents who would make an 
excellent temporary cover for Communist rule in Nanking. 

So far, however, the Communists have not got Nanking, and 
Chiang Kai-shek has apparently resolved to stay and fight it out 
on the line of the Yangtse. Troops from his home province of 
Chekiang are to be the mainstay of resistance, and more American 
arms are reported to be coming in ; it looks as if Chiang can 
count on American supplies as long as he is making a serious 
fight of it. 

There have been widespread rumours of Chiang’s impending 
resignation as a condition of peace talks, but in his New Year’s 
Message he did not announce it, though he hinted that he might 
be willing to resign after a peace settlement had been made. A 
“war for peace” is now the slogan—that is, defensive fighting 
sufficiently stubborn to convince the Communists that they cannot 
win south China and must compromise. For any real reconstruc- 
tion in China Chiang’s resignation would be an advantage ; for 
his narrowness of vision, ignorance of economic questions and 
reliance on old friends of dubious character have been responsible 
for many lest cpportun‘ties of postwar recovery. But as long as 
the war continves and it is a matter of defending the capital 
against Communist attack, it is well that he should remain in 
office, for nobcdy else has the same combination of political and 
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military authority fer organising resistance. If he can 

Nanking, peace talks can be undertaken on more or less equg 
terms ; otherwise, the outcome will be a central Communig 
ascendancy, with bits and pieces of resistance continuing jg 
various parts of China. i 


* * * 


Cease Fire in Kashmir 


The news of the agreement to cease fire in Kashmiy 
between India and Pakistan has been a New Year’s gift of happy 
augury for the future relations between the two countries. The 
“jitthe war” had been going on for fourteen months, and it was 
at all times possible that it would overflow the limits of Kashmip 
itself and develop into a general India-Pakistan war on the frontier 
between East and West Punjab. That hostilities have been kept 
localised and finally stopped reflects great credit on both sides, 
because this was a complex question in which each party fek 
it had a grievance and each was so deeply committed that it was 
difficult to diaw back without a dangerous loss of political prestige, 
The agreement must also be regarded as a success for Uno and 
shows what can be accomplished by patient conciliation work 
when the great East-West enmity is not present to accentuate 
quarrels ; the Soviet Union seems to have been at a loss to know 
how to make mischief out of the India-Pakistan conflict, because 
it was impossible to identify either party as imperialist or as a 
“people’s democracy”; and Britain did not, by favouring one 
side, lead Russin automatically to champion the other. So here 
at Jeast the world can register an advance in peaceful procedure 
and the passing of a war. 

The plebiscite which is to be held under the supervision of 
Uno commissioners will be a very difficult affair on account of the 
size and mountainous character of Kashmir, the diversity of 
peoples and their unfamiliarity with a democratic voting pro- 
cedure. The holding of the plebiscite will be a severe test of 
the capacity of the Uno Secretariat to handle such an enterprise; 
but if it is successful, it will greatly increase international con- 
fidence in plebiscites as a solution to such disputes. It must 
always be remembered, however, that the fairness of the actual 
plebiscite is not the only thing that matters; when intense 
political passions have been aroused, as they must be in the cam- 
paigning for a plebiscite, it is essentia] to assure the losers some 
protection against persecution by the victors on the morrow of 
the poll. The Uno supervision should continue for a period 
of three months or so after the plebiscite itself, to prevent 
massacres such as those which followed the partition of the 
Punjab in 1947. 


Guests of Nehru 


There are significant and reassuring omissions in the list of 
countries invited by Pandit Nehru to attend an Asiatic conference 
on the Dutch action in Indonesia. The eight Soviet Asian 
Republics that attended the “cultural relations” conference of 
1947 in New Delhi are missing ; perhaps they gave the impres- 
sion of being too Communist and insufficiently autonomous. 
Viet Nam, which has frequently appealed for Asia’s help against 
the French in Indo-China, is omitted, as is Malaya. In fact, the 
united nationalist front which it may be Mr Nehru’s purpose to 
inspect is to include no Communists or fellow-travellers. 

Included in the invitations, for reasons that are not at once 
apparent, are Australia and New Zealand, and seven countries o! 
the Middle East—Israel not among them. ‘The projected con- 
ference is likely therefore to be neither exclusively Asian ner 
exclusively Moslem. It might be thought that the conference 
would give some attention to strategic and economic matters, 
which have not so far been discussed on a regional or Asiatic 
basis ; but Mr Nehru has made it clear that its chief task will be to 
mobilise opinion against “aggression in Asia” and “ attempts 
to revive a dying imperialism and colonialism.” It seems unlikely, 
too, that delegates will be called on to apply sanctions against 
the Dutch any more drastic than the denial of airfields and port 
facilities which has been ordered by India, Pakistan and Ceylon. 
In fact, the conference may well be content to let off steam, 
and to make up for the failure of the Security Council by a 
ringing condemnation of the “retreating imperialism” of the 
Netherlands. 

It is to be hoped that the Dutch will now move with such 
swiftness and magnanimity towards co-operation with moderate 
Republicans in Indonesia as to prove that those who supported 
their police action were not only sensible but prescient. It 
must be realised in The Hague thot the situation, in which a 
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The measure of | 
Wholesale Service... 


How wide is wholesale service? Let’s reckon it up. 
Consider the many responsibilities the wholesaler 
shoulders in the textile trade and the nature of the 
duties he discharges. There’s bulk buying that keeps 
the factories going. There’s stocking, warehousing, 
displaying the product. There’s efficient marketing by 
speedy, economic nation-wide distribution. In fact, a 
service of immeasurable value to every manufacturer 
and retailer in the country. 


Issued in the Interests of Economic Textile Distribution by 
The Wholesale Textile Association, 75 Cannon Street, London, E.C.4 


More attention is being given by Rivers and 
Catchment Authorities to the quality of trade 
effluents, and the treatment of waste waters 
presents many problems to industrial concerns. 
For many years, Peter Spence & Sons Limited 
have specialised in the chemical treatment of 
water and waste water, and their technical ser- 
vice is at the disposal of concerns which require 
advice upon effluent problems. 


Peter Spence 
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A sheet of paper 


begins to grow 


A spruce seedling has taken root—one of millions in 
the forests of Newfoundland, Norway and Sweden 
that will become fine trees and one day give their logs 
to form pulpwood for Bowaters. Wood fibre has come 
to rank among mankind’s most useful raw materials 
—the chief raw material of an industry that is second 
only to agriculture in importance. Ingeniously refash- 
ioned, it makes paper—it becomes board—virtually 
becomes wood again without wood’s failings. It helps 
to build houses, factories and ships. It was because 
Bowaters foresaw that a vast and versatile industry 
must grow upon the potentialities of wood fibre that 
the Bowater Organisation was conceived and formed, 
By the control of lands and forests, by experiment and 
research on a vast scale, by phe building and installa- 
tion of giant mills and machines, by incorporating 
leading firms in many branches of this vital industry, 
the Bowater Paper Corporation has equipped itself 
for the task of supplying paper and board on the scale 
of tomorrow’s needs. 


Issued by 
THE BOWATER PAPER CORPORATION LIMITED 
London 


GREAT BRITAIN NEWFOUNDLAND AUSTRALIA 


SOUTH AFRICA U.S.A NORWAY SWEDEN 
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member of the Commonwealth is mobilising resistance to a 
present member of the Western Union, is dangerous and difficult 
for a British Government which is trying to knit together old and 
new loyalties. Likewise it is clear that Nehru can exert a 
moderating influence if his conference can be given evidence that 
the Dutch can work with reasonable nationalist opinion. The 
latest reports from Jcgjakarte suggest they may succeed. 

In the circumstances Sir William Strang is to be congratulated 
on the admirable timing of the voyage which is to take him 
rapidly through Asia for consultation with British Missions 
end the governments with whom they work. Of recent years it 

s been unusual for the Permanent Head of the Foreign Office 
show himself in capitals other than Paris or Washingion. 
n th ne comes for Sir William to take over his new 
position, he should be able to bring into British policy in Asia 
he drive and :deas that it needs. 





* * * 


Swollen Shoot and Self-Government 


It was announced this week that an all-African committee 
has been set up in the Gold Coast to examine the proposals for 
constitutional reform recommended by the Commission of 
Enquiry into last year’s disturbances. It was also announced this 
week that the Commission of Enquiry into the swollen shcot 
disease that affects the Gold Coast’s cocoa trees has fully endorsed 
the Gold Coast Government’s policy of cutting out the infected 
trees ; it has found (Colonial No. 236) that the disease “ threatens 
the very existence of the cocoa industry in the Gold Coast.” 

Thus the discussions of the next advance towards more 
responsible government will begin against the background of the 
extinction of the territory’s main source of wealth—unless the 
Gold Ccast farmers will co-operate with the Government in the 
drastic measures needed to stamp out the disease. If they refuse 
to co-operate, and if their chiefs and other leaders cannot or are 
unwilling to persuade them, is the Gold Coast fit to receive any 
constitutional advance ? The question is bound to be asked as 
a result of this week’s two announcements. On the other hand, 
it is only fair_to the Gold Coast farmers to point out that their 
attitude is not very unusual. British miners, who have no alien 
government over them, are unwilling to have an inefficient pit 
closed down and the workers transferred elsewhere. Moreover, 
in pursuing its cutting out policy the Gold Coast Government 
has to compete with the present high price of cocoa in the world 
market. The first Commission of Enquiry found that the 
opposition that sprang up among the farmers a year ago was 
to a great extent politically inspired. But the mischief-makers 
responsible would not have been given such a ready hearing if 
the farmers had not been only too willing to cling on to their 
trees in order to take advantage of the present high price of cocoa, 
which they know from nast experience will not last for ever. 

The Government has now increased its grant for cutting out 
and replanting from £12 to £40 an acre, and this extra financial 
inducement may win it more support. But the Gold Coast’s 
cocoa can only be saved by patient determination on the part of 
the Government and full co-operation from the growers. It may 
be true that a people which deliberately allows its main asset to 
be destroyed is not fit for responsible government. It is certain 
that their co-operation will not be won uniess the Government is 
obviously willing to discuss any reasonable proposals for con- 
stitutional reform that are put forward. 


* * x 
Freedom for Wine 


_Britain’s small wine consumption is having direct inter- 
national repercussions in Europe. In the recent negotiations in 
Paris, France wanted to send wines to Britain in part payment 
for unrequited exports under the intra-European payments 
scheme, an offer which Britain has so far refused on the grounds 
of austerity. Actually, the policy of austerity is not at the moment 
restricting imports, for Britain is not drinking enough wine to 
allow all the current import licences to be taken up. Consumption 
last year was still only 60 per cent of what it was before the war, 
though imports have lately been increasing. From the beginning 
of this year British importers will be free to buy wines as and 
where they can—within their appropriate allocation of sterling— 
and sell them for what price they can fetch in the British market. 
In the past there was little scope for astute buying as the price 
schedules and the margins agreed by the Ministry of Food were 
based on fixed prices to the producers, 

The supply of port and sherry in Britain is just about equal to 
the demand, although the import of port is only 30 per cent of its 
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prewar figure and the import of sherry between 50 and 69 pe 
cent. At the moment the supply of table wines is well in exes 
of demand, and it is understood that only half of the impgg 
licences for French wines for 1948 have been used. Brandies av 
champagne, however, apparently still have a ready market in gp! 
of disinflation. Even supplies of Empire wines are only 80 pe 
cent of their 1938 quantity; imports from South Africa 
almost doubled since before the war, but shipments from Austr 
are only a littke more than half of what they were. 
their slightly lower price, Empire wines sells less readily thang 
European. At present prices, it would seem that customers gy 
willing to pay a few shillings more to get the wine they prefer, 

The war did not stimulate wine consumption to the extent thy 
was expected. Any taste for wine acquired by the occupatign 
troops was soon destroyed by the Chancellor of the Excheguy 
with the successive increases in the excise duty. The ney 
decontrel of wine is unlikely to stimulate consumption unless 
leads to a reduction in prices. Such a reduction depends primagiy 
on the lowering of the excise duty, and secondarily on lowering 
producers’ prices. And it would need a very large reduction ® 
break the social tradition which dictates that the British ag, 
whole prefer beer to wine. 


| 


* x * 


Political Children 


Last week 2,700 scheolchildren from all over Britain 
attended a four-day series of lectures and discussions a 
the Central Hall, Westminster, arranged by the Council for 
Education in World Citizenship. These Christmas courses at 
rapidly becoming as successful an annual event as the Christmas 
pudding. If the proof of the one is in the eating, the proof o 
the other is in the children’s astonishingly quick mental digestion 
of a mass of very formidable information indeed. This year it 
was provided by such a cluster of expert and eminent men a 
perhaps only the cause of youth can readily assemble together. | 
Among those who told tomorrow’s citizens the political, 
economic and scientific facts of modern life were Professor 
Arnold Toynbee, Sir John Cockcroft, Lord Layton, Sir Stafford 
Cripps, Lord Woolton, and the American Ambassador. And the 
schoolchildren’s grasp of what had been put before them was 
proved by the way the speakers had sometimes to duck from the 
barrage of all too shrewd questioning. 

It was, however, on the third day that the temper of the 
coming generation was shown most vividly. In the morning 
the Parliamentary Under-Secretary of State for Foreign Affairs, 
Mr Christopher Mayhew, gave his listeners a brand new definition 
of democracy. “When I say a country is a democracy,” he 
told them, “I mean it is not a Communist country.” “Rot!” 
someone howled back at him ; and the rest of his well-placed dig 
in Moscow’s ribs was lost in a fairly evenly balanced mixture 
of claps and boos. In this highly charged atmosphere a Brains 
Trust of three journalists, one politician and one wiser man took 
its seats on the platform after lunch. The questions were teal 
posers. What is the true incentive to harder work ? What form 
should European organisation take ?. Is the Labour Government 
really Socialist ? Are there peace-loving men with any influence 
in the Kremlin? After an hour and a half of these and other 
conundrums, it was obvious that the children really wanted to 
join in and argue the toss themselves. They were thudding out 
applause for the statements they agreed with, and booing those 
they opposed. Opinion, however, seemed to be very evenly 
divided between the political Right and Left; it was remarked 
that it was much more Conservative than a year ago. Shouts 
of “Warmonger” were drowned by the claps of others. At 
the end, the Brains Trust felt a little as if it had been pushed 
through a hedge backwards. 


* * * 


Sanctions on the Runways 


The refusal of India, Pakistan and Ceylon to allow Dutch 
aircraft to land on, or to fly over, their territory is a new form 
of sanctions which opens up interesting possibilities. The effect 
on Dutch operations in Indonesia was unnoticeable, for the bulk 
of their cargoes and troops had gone by sea and there are, in 
any case, alternative though more difficult routes to the East 
Indies. But, although the sanctions of the Dominions of the 
Indian Ocean failed in any practical effect, they formed a neat 
and cheap method of showing displeasure against the Dutch 


The trunk air routes across the eastern hemisphere have alwayS 


had a political rather than an economic significance. ‘Their 
interruption is therefore likely to cause more of a stir than the 
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practical effect of stopping the air services would seem to warrant. 
It is easy to imagine, for example, the effect of sanctions imposed 
by the Philippines on American air traffic to the Far East, even 
though such traffic might be small and of no great importance. 
In other parts of the world this form of sanctions is a two-edged 
weapon which can be turned against-the wielder by the defender ; 
but in the East, where the Asiatic countries have not yet fully 
developed their own air services, it is a useful diplomatic weapon. 
India and Pakistan are in fact breaking their bilateral air agree- 
ments with Holland as wel as the International Air Agreement 
drawn up at Montreal in 1947. (Ceylon is technically not guilty 
of any breach, for, although it agreed to accept in principle 
Britain’s undertakings on its behalf before it became a Dominion, 
it has not actually signed the Agreement.) The Asian Dominions 
may argue that the International Air Agreement is. not valid in 
this instance, since they consider that there is a state of war in 
Indonesia. But legally, at least, this argument cannot hold water. 
Internal disturbances which the legal governrhent is trying to 
suppress—however rightly or wrongly—do not constitute a 
state of war. It would serve no useful purpose to India and 
Pakistan to task in International Law—the authority for which 
is at The Hague—but the other signatories of the International 
Ait Agreement should consider carefully whether they can let 
pass without protest the precedent which is being established. 


* « * 


Rome’s Deal with Moscow 


A month ago the great battleship, Giulio Cesare, squeezed 
through the narrow exit from the Inner Harbour at Taranto and 
sailed for Sicily. After meeting several other Italian warships 
there, she was due to proceed to a Soviet port. Altogether, 
33 vessels of Mussolini’s former navy are now being handed over 
to the Russians this month as reparations, under the terms of 
three separate agreements reached in Moscow on December 11th. 

These voyages mark the end of a chapter in Italian naval 
history. They also open a new one in Italian-Russian commercial 
relations. When Signor La Malfa left for the negotiations in 
Moscow last August he said he hoped to be away for no more 
than two months; but his mission eventually remained in the 
Soviet Union for twice that time. One of the great obstacles to 
a new trace treaty was that the Italians did not want to have 
the question of reparations dragged into it. But the Russians 
have insisted, and the device of three separate yet simultaneous 
agreements seems designed to save face. 

Under the combined terms of these agreements, the Italians 
will pay as reparations a sum equivalent to £25 million, in addi- 
tion to the naval vessels. One point, however, remains at issue. 

he Russians have agreed to accept as part payment former 
Italian assets which they took over in Rumania, Bulgaria and 
Hungary. These assets still remain to be valued by a mixed 
[talian-Russian commission during the next six months, and there 
is plenty of scope for wide disagreement. The value arrived at 
is Important, since it will determine how much Italy will have 
to give Russia out of current production to make up the balance 
of the £25 million. In any case, Italy is to settle the whole of 
this debt within five years. 

The purely commercial and navigational side of the new agree- 
ments covers a planned exchange of goods in each direction worth 
go billion lire (about £45 million) during the next three years. 
Over and above this trade, the Italians will send to Russia 
60 billion lire worth of products, for which the Russians will 
supply Italy with some of the raw materials. Such Italian products 
are to include ships up to 5,000 tons, electric turbines and loco- 
motives ; Russian contributions towards their construction cover 
100,000 tons of pig iron, 75,000 tons of steel cable and 100,000 
tons of oil. 

Many Italians have faith in the prospects of trade between 
Western and Eastern Europe, and now look more longingly than 
ever at the Balkan market. They are getting 300,000 tons of 
wheat and 100,000 tons of oats from Russia during 1949. But 
these supplies would do little to keep them going without 
American aid. And the scope of their new agreements with 
Russia does not promise to take them far in solving their funda- 
mental economic difficulties. 


Shorter Notes 


The United States Government, which last August granted 
de facto recognition to the south Korean Government, has now, 
in accordance with the General Assembly’s resolution of December 
12th, accorded it de jure recognition as the only legal government 
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of all Korea, The US Army has announced that the conduct of 
the Korean constabulary, civil police,-and coast guard during the 
recent. Communist revolt has madé it possible.to withdraw part 
of the American troops stationed»in southern Korea,-Tass, for 
its paft, has announced that all Russian troops wep¢ withdrawa 
from northern Korea by. Christmas Day, smugly pointing out 
that this was seven days ahead of schedule. It is extremely 
unlikely» that the UN Commission, just arriving in southern 
Korea, will be allowed to cross the’ 38th parallel to test the 
veracity of this statement. A 


The increasing cost of a university education is illustrated by 
the latest report of Leeds University. In 1938 the Univérsity’s 
expenditure on salaries, wages, teaching materials, equipment, 
books and overheads was £125 per student. It is now £192 per 
student—an increase of §3 per cent. 

* 


Newspaper censorship behind the iron curtain is further 
exacerbating the Tito-Cominform quarrel. The Jugoslavs 
recently complained that their newspapers Borba and Politika 
had been banned in Prague, while such “imperialist” papers as 
The Times and the Manchester Guardian were blatantly on 
display. A compromise was eventually arranged whereby the 
Jugoslav Embassy in Prague received twenty uncensored copies 
of Borba each day, while all other copies were subject to censor- 
ship. An example of the newspaper’s failings was given recently 
in a Budapest broadcast, which stated that on November 29th it 
had perpetrated “a piece of low cynicism” by changing without 
any explanation its slogan “ Death to Fascism, Freedom to the 
People” to “ Proletarians of the World, Unite ” and then printing 
underneath a slanderous article on the USSR and the Communist 
parties of the world. i 

In 1947-48 there were 4,751 children attending boarding 
schools, whose parents were receiving assistance from local educa- 
tion authorities. Of these, 2,096 were in independent schools. 
It is claimed that the rising numbers are evidence of the success 
of the scheme to mix up the social classes in the boarding schools. 
Local authorities are still, however, concentrating on sending 
children from homes where circumstances are abnormal (see The 
Economist, April 24, 1948). It is very doubtful if they will be 
prepared to foot the very large bill for fees for children from 
normal homes, and still more doubtful if the schools will accept 
more of those who do not come from them, 


From The Economist of 1849 


fFanuary 6, 1849 


THE population of the United States seem precipitating them- 
selves on the shores of the Pacific. When America was first 
discovered, many years were required before the quantities 
of the precious metals much affected the minds of the people 
and the prices of Europe ; but the recent discoveries of heaps 
of gold in California have become at once blazoned over all 
the world. The effects are immediately appreciated, and 
crowds sail, run, and steam from all parts of the United 
States ; they begin even to move from Europe to grasp 
portions of the glittering ore. Scores of expeditions, we are 
told, are fitting out for San Francisco, in California ; some 
to go round Cape “Horn; some to Chagres, and so across 
the Isthmus of Panama; and others by land, from Missouri 
to the Pacific. There are announced, for California . . 


in New York 31 vessels, Philadelphia 17, Boston 9, Portland 2, 


Baltimore 17, Charleston 2, New Orleans 11, and St Louis 
(overland route) 5 vessels. But this only gives us a*faint 
idea of the irruption: there are societies forming at Pittsburg, 
Louisville, Cincinnati, Albany, and many other towns, who 
will move some 10,000 or 12,000 people_in the same direction. 
The overland route has already been achieved by a con- 
siderable body of Mormons, who lay claim to the country, 
and are said to demand tribute from those who search for 
gold. Crowds of people are following at their heels, and 
at the heels of the trading caravans which have pocrsruty 
connected the State of Missouri and the whole of the United 
States with California. Not less than 50,000 people, in all, 
are said to have been put in motion for that country within 
a few weeks after the news has been spread that it abounds 
in gold. The dangers of the voyage . . . have now nearly 
all been removed, and it would seem to be part of one great 
design that wonderful facilities of communication should have 
come into existence previous to the discovery of this extra- 
ordinary attraction for the population of Europe and of the 
United States to pour themselves over that part of the 
continent that borders on the Pacific. 
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member of the Commonwealth is mobilising resistance to a 
present member of the Western Union, is dangerous and difficult 
for a British Government which is trying to knit together old and 
new loyalties. Likewise it is clear that Nehru can exert a 
moderating influence if his conference can be given evidence that 
the Dutch can work with reasonable nationalist opinion, The 
latest reports from Jcgjakarte suggest they may succeed. 

In the circumstances Sir William Strang is to be congratulated 
on the admirable timing of the voyage which is to take him 
rapidly through Asia for consultation with British missions 
and the governments with whom they work, Of recent years it 
has been unusual for the Permanent Head of the Foreign Office 
to show himself in capitals other than Paris or Washington. 
When the time comes for Sir. William to take over his new 
position, he should be able to bring into British policy in Asia 
some of the drive and ideas that it needs. 


* * * 


Swollen Shoot and Self-Government 


It was announced this week that an all-African committee 
has been set up in the Gold Coast to examine the proposals for 
constitutional reform recommended by the Commission of 
Enquiry into last year’s disturbances. It was also announced this 
week that the Commission of Enquiry into the swollen shoot 
disease that affects the Gold Coast’s cocoa trees has fully endorsed 
the Gold Coast Government’s policy of cutting out the infected 
trees ; it has found (Colonial No. 236) that the disease “ threatens 
the very existence of the cocoa industry in the Gold Coast.” 

Thus the discussions of the next advance towards more 
responsible government will begin against the background of the 
extinction of the territory’s main source of wealth—unless the 
Gold Ccast farmers will co-operate with the Government in the 
drastic measures needed to stamp out the disease. If they refuse 
to co-operate, and if their chiefs and other leaders cannot or are 
unwilling to persuade them, is the Gold Coast fit to receive any 
constitutional advance ? The question is bound to be asked as 
a result of this week’s two announcements. On the other hand, 
it is only fair_to the Gold Coast farmers to point out that their 
attitude is not very unusual. British miners, who have no alien 
government over them, are unwilling to have an inefficient pit 
closed down and the workers transferred elsewhere. Moreover, 
m pursuing its cutting out policy the Gold Coast Government 
has to compete with the present high price of cocoa in the world 
market. The first Commission of Enquiry found that the 
opposition that sprang up among the farmers a year ago was 
to a great extent politically inspired. But the mischief-makers 
responsible would not have been given such a ready hearing if 
the farmers had not been only too willing to cling on to their 
trees in order to take advantage of the present high price of cocoa, 
which they know from nast experience will not last for ever. 

The Government has now increased its grant for cutting out 
and replanting from £12 to £40 an acre, and this extra financial 
inducement may win it more support. But the Gold Coast’s 
cocoa can Only be saved by patient determination on the part of 
the Government and full co-operation from the growers. It may 
be true that a people which deliberately allows its main asset to 
be destroyed is not fit for responsible government. It is certain 
that their co-operation will not be won unless the Government is 
obviously willing to discuss any reasonable proposals for con- 
stitutional reform that are put forward. 


* * * 
Freedom for Wine 


_Britain’s small wine consumption is having direct inter- 
national repercussions in Europe. In the recent negotiations in 
Paris, France wanted to’send wines to Britain in part payment 
for unrequited exports under the intra-European payments 
scheme, an offer which Britain has so far refused on the grounds 
of austerity. Actually, the policy of austerity is not at the moment 
restricting imports, for Britain is not drinking enough wine to 
allow all the current import licences to be taken up. Consumption 
last year was still only 60 per cent of what it was before the war, 
though imports have lately been increasing. From the beginning 
of this year British importers will be free to buy wines as and 
where they can—within their appropriate allocation of sterling— 
and sell them for what price they can fetch in the British market. 
In the past there was little scope for astute buying as the price 
schedules and the margins agreed by the Ministry of Food were 
based on fixed prices to the producers, 

The supply of port and sherry in Britain is just about equal to 
the demand, although the import of port is only 30 per cent of its 
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prewar figure and the import of sherry beiween §0 and 60 be 
cent. At the moment the supply of table wines is well in eggs 
of demand, and it is understood that only half of the impg 
licences for French wines for 1948 have been used. Brandieg gy 
champagne, however, apparently still have a ready market in 
of disinflation. Even supplies of Empire wines are only & 
cent of their 1938 quantity; imports from South Africa fg»! 
almost doubled since before the war, but shipments from Australy 
are only a litth more than half of what they were. Degg 
their slightly lower price, Empire wines sells less readily than@ 
European. At present prices, it would seem that customers gg 
willing to pay a few shillings more to get the wine they prefer, 

The war did not stimulate wine consumption to the extent thy 
was expected. Any taste for wine acquired by the occupation 
troops was soon destroyed by the Chancellor of the Exchegue 
with the successive increases in the excise duty. The ney 
decontrel of wine is unlikely to stimulate consumption unless jt 
leads to a reduction in prices. Such a reduction depends primagih 
on the lowering of the excise duty, and secondarily on lowering 
producers’ prices. And it would need a very large reduction 
break the social tradition which dictates that the British ag, 
whole prefer beer to wine. 










pam 


* * * 


Political Children 


Last week 2,700 schoolchildren from all over Britain 
attended a four-day series of lectures and discussions a 
the Central Hall, Westminster, arranged by the Council fer 
Education in World Citizenship. These Christmas courses are 
rapidly becoming as successful an annual event as the Christmas 
pudding. If the proof of the one is in the eating, the proof of 
the other is in the children’s astonishingly quick mental digestion 
of a mass of very formidable information indeed. This year it 
was provided by such a cluster of expert and eminent men as 
perhaps only the cause of youth can readily assemble together. 
Among those who told tomorrow’s citizens the political, 
economic and scientific facts of modern life were Professor 
Arnold Toynbee, Sir John Cockcroft, Lord Layton, Sir Stafford 
Cripps, Lord Woolton, and the American Ambassador. And the 
schoolchildren’s grasp of what had been put before them was 
proved by the way the speakers had sometimes to duck from the 
barrage of all too shrewd questioning. 

It was, however, on the third day that the temper of the 
coming generation was shown most vividly. In the morning 
the Parliamentary Under-Secretary of State for Foreign Affairs, 
Mr Christopher Mayhew, gave his listeners a brand new definition 
of democracy. “When I say a country is a democracy,” he 
told them, “I mean it is not a Communist country.” “ Rot!” 
someone howled back at him ; and the rest of his well-placed dig 
in Moscow’s ribs was lost in a fairly evenly balanced mixture 
of claps and boos. In this highly charged atmosphere a Brains 
Trust of three journalists, one politician and one wiser man took 
its seats on the platform after lunch. The questions were real 
posers. What is the true incentive to harder work ? What form 
should European organisation take ?. Is the Labour Government 
really Socialist? Are there peace-loving men with any influence 
in the Kremlin? After an hour and a half of these and other 
conundrums, it was obvious that the children really wanted to 
join in and argue the toss themselves. They were thudding out 
applause for the statements they agreed with, and booing those 
they opposed. Opinion, however, seemed to be very evenly 
divided between the political Right and Left; it was remarked 
that it was much more Conservative than a year ago. Shouts 
of “Warmonger” were drowned by the claps of others. At 
the end, the Brains Trust felt a little as if it had been pushed 
through a hedge backwards. 


* * * 


Sanctions on the Runways 


The refusal of India, Pakistan and Ceylon to allow Dutch 
aircraft to land on, or to fly over, their territory is a new form 
of sanctions which opens up interesting possibilities. The effect 
on Dutch operations in Indonesia was unnoticeable, for the bulk 
of their cargoes and troops had gone by sea and there are, in 
any case, alternative though more difficult routes to the East 
Indies. But, although the sanctions of the Dominions of the 
Indian Ocean failed in any practical effect, they formed a neat 
and cheap method of showing displeasure against the Dutch 

The trunk air routes across the eastern hemisphere have always 
had a political rather than an economic significance. ‘Their 
interruption is therefore likely to cause more of a stir than the 
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practical effect of stopping the air services would seem to warrant. 
It is easy to imagine, for example, the effect of sanctions imposed 
by the Philippines on American air, traffic.to the Far East, even 
though such traffic might be small and of no great importance. 
In other parts of the world this form of sanctions is a two-edged 
weapon which can be turned against the wielder by the defender ; 
but in the East, where the Asiatic countries have not yet fully 
developed their own air services, it is a useful diplomatic weapon. 
India and Pakistan are in fact breaking their bilateral air agree- 
ments with Holland as well as the International Air Agreement 
drawn up at Montreal in 1947. (Ceylon is technically not guilty 
of any breach, for, although it agreed to accept in principle 
Britain’s undertakings on its behalf before it became a Dominion, 
it has not actually signed the Agreement.) The Asian Dominions 
may argue that the International Air Agreement is not valid in 
this instance, since they consider that there is a state of war in 
Indonesia. But legally, at least, this argument cannot hold water. 
Internal disturbances which the legal governrhent is trying to 
suppress—however rightly or wrongly—do not constitute a 
state of war. It would serve no useful purpose to take India and 
Pakistan to task in International Law—the authority for which 
is at The Hague—but the other signatories of the International 
Air Agreement should consider carefully whether they can let 
pass without protest the precedent which is being established. 


* & * 


Rome’s Deal with Moscow 


A month ago the great battleship, Giulio Cesare, squeezed 
through the narrow exit from the Inner Harbour at Taranto and 
sailed for Sicily. After meeting several other Italian warships 
there, she was due to proceed to a Soviet port. Altogether 
33 vessels of Mussolini’s former navy are now being handed over 
to the Russians this month as reparations, under the terms of 
three separate agreements reached in Moscow on December 11th. 

These voyages mark the end of a chapter in Italian naval 
history. They also open a new one in Italian-Russian commercial 
relations. When Signor La Malfa left for the negotiations in 
Moscow last August he said he hoped to be away for no more 
than two months ; but his mission eventually remained in the 
Soviet Union for twice that time. One of the great obstacles to 
a new trace treaty was that the Italians did not want to have 
the question of reparations dragged into it. But the Russians 
have insisted, and the device of three separate yet simultaneous 
agreements seems designed to save face. 

Under the combined terms of these agreements, the Italians 
will pay as reparations a sum equivalent to £25 million, in addi- 
tion to the naval vessels. One point, however, remains at issue. 
The Russians have agreed to accept as part payment former 
Italian assets which they took over in Rumania, Bulgaria and 
Hungary. These assets still remaim to be valued by a mixed 
Italian-Russian commission during the next six months, and there 
is plenty of scope for wide disagreement. The value arrived at 
18 Important, since it will determine how much Italy will have 
to give Russia out of current production to. make up the balance 
of the £25 million. In any case, Italy is to settle the whole of 
this debt within five years. 

The purely commercial and navigational side of the new agree- 
ments covers a planned exchange of goods in each direction worth 
go billion lire (about £45 million) during the next three years. 
Over and above this trade, the Italians will send to Russia 
60 billion lire worth of products, for which the Russians will 
supply Italy with some of the raw materials. Such Italian products 
are to include ships up to §,000 toms, electric turbines and loco- 
motives ; Russian contributions towards their construction cover 
109,000 tons of pig iron, 75,000 tons of steel cable and 100,000 
tons of oil. 

Many Italians have faith in the prospects of trade between 
Western and Eastern Europe, and now look more longingly than 
ever at the Balkan market. They are getting 300,009 tons of 
wheat and 100,000 tons of oats from Russia during 1949. But 
these supplies would do little to keep them going without 
American aid. And the scope of their new agreements with 
Russia does not promise to take them far in solving their funda- 
mental economic difficulties. 


Shorter Notes 


The United States Government, which last August granted 
de facto recognition to the south Korean Government, has now, 
in accordance with the General Assembly’s resolution of December 
I2th, accorded it de jure recognition as the only legal government 
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of all Korea.. The US Army has announced that the conduct of 
the Korean constabulary, civil police, and coast guard during the 
recent. Communist revolt has made it possible.to withdraw part 
of the American troops stationed»in southern Korea, Tass, for 
its paft, has announced. that all Russian troops wep¢ withdrawn 
from northern Korea by. Christmas Day, smugly pointing out 
that this was seven days ahead of»schedule. It is extremely 
unlikely that the UN Commission, just arriving in southern 
Korea, will be allowed to cross the’ 38th parallel to test the 
veracity of this statement. * 


The increasing cost of a university education is illustrated by 
the latest report of Leeds University. In 1938 the University’s 
expenditure on salaries, wages, teaching materials, equipment, 
books and overheads was £125 per student. It is now £192 per 
student—an increase of 53 per cent. 

* 


Newspaper censorship behind the iron curtain is further 
exacerbating the Tito-Cominform quarrel. The Jugoslavs 
recently complained that their newspapers Borba and Politika 
had been banned in Prague, while such “imperialist” papers as 
The Times and the Manchester Guardian were blatantly on 
display. A compromise was eventually arranged whereby the 
Jugoslay Embassy in Prague received twenty uncensored copies 
of Borba each day, while all other copies were subject to censor- 
ship. An example of the newspaper’s failings was given recently 
in a Budapest broadcast, which stated that on November 29th it 
had perpetrated “a piece of low cynicism” by changing without 
any explanation its slogan “Death to Fascism, Freedom to the 
People” to “ Proletarians of the World, Unite” and then printing 
underneath a slanderous article on the USSR and the Communist 
parties of the world. * 

In 1947-48 there were 4,751 children attending boarding 
schools, whose parents were receiving assistance from local e¢duca- 
tion authorities. Of these, 2,096 were in independent schools. 
It is claimed that the rising numbers are evidence of the success 
of the scheme to mix up the social classes in the boarding schools. 
Local authorities are still, however, concentrating on sending 
children from homes where circumstances are abnormal (see The 
Economist, April 24, 1948). It is very doubtful if they will be 
prepared to foot the very large bill for fees for children from 
normal homes, and still more doubtful if the schools will accept 
more of those who do not come from them, 


From The Economist of 1849 


Fanuary 6, 1849 


THE population of the United States seem precipitating them- 
selves on the shores of the Pacific. When America was first 
discovered, many years were required before the quantities 
of the precious metals much affected the minds of the people 
and the prices of Europe ; but the recent discoveries of heaps 
of gold in California have become at once blazoned over all 
the world. The effects are immediately appreciated, and 
crowds sail, run, and steam from all parts of the United 
States ; they begin even to move from Europe to grasp 
portions of the glittering ore. Scores of expeditions, we are 
told, are fitting out for San Francisco, in California ; some 
to go round Cape “Horn; some to Chagres, and so across 
the Isthmus of Panama; and others by land, from Missouri 
to the Pacific. There are for California . 


in New York 31 vessels, Philadelphia 17, Boston 9, Portland 2, 


Baltimore 17, Charleston 2, New Orleans 11, and St Louis 
(overland route) 5 vessels. But this only gives us a*faint 
idea of the irruption: there are societies forming at Pittsburg, 
Louisville, Cincinnati, Albany, and many other towns, who 
will move some 10,000 or 12,000 people in the same direction. 
The overland route has already been achieved by 4 con- 
siderable body of Mormons, who lay claim to the country, 
and afte said to demand tribute from those who search for 
gold. Crowds of people are following at their heels, and 
at the heels of the trading caravans which have previously 
connected the State of Missouri and the whole of the United 
States with California. Not less than 50,000 people, in all, 
are said to have been put in motion for that country within 
a few weeks after the news has been spread that it abounds 
in gold. The dangers of the voyage . . . have now nearly 
all been removed, and it would seem to be part of one great 
design that wonderful facilities of communication should have 
come into existence previous to the discovery of this extra- 
ordinary attraction for the population of Europe and of the 
United States to pour themselves over that part of the 
continent that borders on the Pacific. 
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The 38-ton cast-iron driving pulley of an old fashioned steam engine 
was due to be scrapped. The pully measured 16 ft. across and the 
hole through which it had to go to the scrap heap was less than 5 ft. 
wide. A tricky problem—solved by a B.O.C. process. Oxygen 
cutting did in four days, a job which had been estimated at six 
weeks by other methods. Throughout industry today processes 
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recovery. 
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AMERICAN SURVEY 








Servants of the Public 
(From Our US Editorial Staff) 


A CTING on the realistic assumption that most of the find- 
ings of its sub-committees would leak out to the press 
with varying degrees of accuracy, the Hoover Commission on 
the Organisation of the Executive Branch of the Government 
has forestalled rumour by doing a judicious amount of discreet 
leaking on its own. Whether by official publication, as in the 
case of the report of the sub-committee on the military establish- 
ment, by discussion before the meetings of the learned societies 
at Christmas time, or by newspaper interviews, much of the 
material gathered by the Commission is already available. 

It can now be assumed that its final report—recently post- 
poned until March—will be given serious consideration. During 
the week following the election, the Commission’s stock was 
quoted at a considerable discount ; the Republican ex-President 
had been chosen to head the inquiry by a Republican Congress 
that was whetting its knives to dissect sixteen years of Democratic 
growth. But Mr Truman was apparently in earnest when he 
said that vindictiveness had no part in his post-election pro- 
gramme. And the standing of the citizens who have contributed 
to the forthcoming findings cannot fail to command public 
respect. 

When the report comes out, the headlines will doubtless be 
monopolised by some of the Commission’s more spectacular 

roposals with regard to the departmental structure of govern- 
ment. A number of the little boxes used to illustrate the organi- 
sation of the executive will be arranged in different patterns, 
and some of them will be trundled off to the warehouse. But 
the little boxes are occupied by_people ; perhaps no part of the 
Commission’s findings will have.a more far-reaching effect, if 
adopted, than the proposals it is likely to make concerning the 
Federal civil service. 

There are 2,200,000 Federal government posts held in 
Washington, the several states and the outlying dependencies 
by people hired, managed, paid and dismissed by methods 
which have few defenders. Criticism, on the other hand, ranges 
widely. The US civil service is charged with inefficiency because 
it shows a rate of turnover of 3 per cent a month, requiring 
over 400,000 new appointments a year. The civil service is 
inefficient because it never gets rid of anybody. The civil 
service is inefficient because it is a vast impersonal machine. 
The civil service is inefficient because the endless corridors of 
bureaucracy are really a series of compact little cliques, whose 
smug and mediocre members, long aware of each other’s 
smallest foible, live regaled by cloak-room gossip, and reft by 
rivalries concerning promotions, efficiency ratings and parking 
space, sheltered behind potted plants in sunny windows. 

The present agglomeration of law, rules and customs con- 
cerning public service has grown up in a series of fairly sharply 
defined periods of the American past. During the early years 
of the republic, job holding depended, according to the general 
seventeenth century pattern, on knowing the right man in the 
faction in power. By the eighteen twenties, belief in the desir- 
ability of rotation in office, plus the broadening popular base 
of politics, prepared the way for President Jackson’s statement 
that “ no one man has any more intrinsic right to official station 
than another.” His followers freely translated this to mean that 
any man is good enough for any office he can get, justifying the 
flood of political appointments with the slogan that to the victor 
belong the spoils. The spoils system met its first check with the 
passage of the original Federal Civil Service Act in 1883. As in 
all reform movements, the emphasis of the civil service reformers 
was on a series of prohibitions and restrictions. In the next fifty 
years, rigid standards were developed, with increasing effective- 


ness, for the qualification of personnel, and for their protection 
against dismissal for political causes. 

Two factors were responsible for changes in the nineteen- 
thirties. During the nineteen-twenties, many of the large private 
corporations had begun to study the science—or art—of per- 
sonnel management ; some of the departments of Government, 
notably the Department of Agriculture, had evinced a similar 
interest. Then the New Deal came into existence, creating the 
double problem of increasing the staff of old agencies and finding 
staff for new ones, and of providing an effective team to ad- 
minister functions new to Government. The new agencies were 
set up outside the civil service, but with a precise understanding 
between Mr Farley, the dispenser of party patronage, and the 
heads of the expanding agencies as to which posts (the minor 
ones) should be regarded as rewards to the politically faithful, 
and which 8 taper be filled with an eye to the assembling of 
a qualified team capable of producing results. Under this 
double impact, attention began to be paid less to keeping the 
rascals out than to getting the qualified in. Executive Order 
7916 of July, 1938, further expanded in 1947, established per- 
sonnel directors in all agencies and departments, put a liaison 
officer for personnel in the White House, and created the Federal 
Personnel Council for clearance of staff matters. In 1940 the 
Ramspeck Act extended the civil service to include professional 
and administrative appointees at upper levels. ; 


* 


Then came the war. The number of government servants 
rose from about a million to a peak of 3,500,000, and for a time 
it looked as though civil service procedure would ‘be entirely 
abandoned as the new agencies searched for men. The Civil 
Service Commission extricated itself from the threat of increasing 
exemptions by a policy of vigorous decentralisation, under which 
the agencies exercised the Commission’s powers. Since the war, 
this decentralisation has been found to be a good thing; the 
agencies are continuing to act subject to inspection and audit 
by the Commission. 

The new emphasis on securing better public servants still 
encounters, however, a number of obstacles. Particularly at the 
upper levels, government service is undertaken by the more able 
Americans only at a measurable financial sacrifice. Asa result, 
an aroma of martyrdom lingers around those who do serve, and 
a case is built up for giving them compensation through security 
of tenure. Under the fundamental law, dismissal procedure 
is very simple: the giving of notice aad an opportunity to 
reply, and, in some cases, to appeal, are all that is required. 
But, in fact, every civil servant is some Congressman’s con- 
stituent, and Congressmen have telephones. As a result, the 
agencies, over the years, have built up a procedure of dismissal 
thorough enough to give any bureau chief ample protection 
against an angry voice from Capitol Hill. But it is so thorough 
as to give him only two real alternatives. He can spend weeks 


‘“* AMERICAN SURVEY” is drawn from three 
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Staff’’ are the work of a small group of regular 
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securing the necessary affidavits and going through the compli- 
cated appeal procedure necessary to dismiss an unsatisfactory 
employee; while he does that, his own work lies neglected. Or 
he can decide that the dismissal procedure is too much of a 
headache and leave the offender on the payroll, though possibly 
transferred to a new area of delinquency. If he does the latter, 
morale gives way to cynicism, the chief occupational disease of 
the civil service. 

Three long-established requirements also hamper the search 
for able public servants. The rule of geographic apportionment 
requires that appointments to the civil service be shared out 
among the states. This has been subject to exceptions in the 
lower grades, because of the dearth of typists in Washington, 
and in the upper grades because of the scarcity of people with 
special qualifications, especially in science ; as a result, some 
90,000 of the 200,000 employees in Washington are excepted, 
but the rule applies to the rest. A second rigidity arises from 
the desire to give veterans preference. A veteran taking a civil 
service examination gets an extra § points added to his marks. 
A disabled veteran gets an extra 10 points, and if this puts him 
above the passing point, he then automatically moves to the top 
of the list. 

The top of the list is a very important place, for the law 
requires an administrator to make his choice from the top three 
names on the list of certified applicants. Of all the restrictions, 
this is the most exasperating to the administrator attempting to 
assemble an effective team; his eyes wander enviously to the 
alternative system of certification developed by the Tennessee 
Valley Authority, under which applicants arewlisted in three 
broad groups as outstanding, well qualified, and qualified, and 
the employer can make his choice from any in the top group. 

Under the proposals which have been advanced for the full 
Hoover Commission’s consideration these three rules will go. 
The Civil Service Commission will in future recruit men and 
women with the 15,000 skills now required, certify them on 
the TVA system, and then permit the supervisor in charge of 
their employment to select from the top group. The Com- 
mission will likewise be charged with setting uniform standards, 
for the various agencies as to pay procedures, pay scales, and 
so forth, with enforcing the observance of those standards, 
and with considering appeals. In the agencies, the men at the 
top will be given more responsibility and authority, as well as 
higher salaries, and freed from present irrelevant considerations. 
There will be reward and recognition for the individual who 
does the most with the fewest men—a new concept for Wash- 
ington empire builders. The subcommittee on personnel has 
shown no evidence of penny-pinching. It is convinced that 
the money spent on the civil service would show a better 
return to the taxpayer if both the recognition of excellence 
and its financial reward were increased. 


American Notes 
The State of the Union 


“The state of the Union,” said President Truman in his 
annual message to Congress, “is good,” and he proved the claim 
with statistics, although its truth would seem doubtful to anyone 
who read only the impressive list of legislation which the President 
thinks necessary to improve that state. Mr Truman asked for 
litthe that he had not already requested from Congress more 
than once, but this ume both he and his Message were received 
with an enthusiastic demonstration of gratitude and support, very 
different from the chilly greetings both had come to expect from 
ether Congresses in other days. Mr Truman’s New Deal, the 
fulfilment of his election promises, is intended to complete Mr 
Roosevelt’s, to remove the obstacles which still prevent many 
Americans from enjoying their “ share of the satisfactions of life.” 
But the second New Deal is not as urgent as the first and 
Congress will scrutinise it more closely than it did its predecessor 
during Mr Roosevelt’s “hundred days.” It is unlikely that 
Mr Truman’s programme will have been completed even after 
two hundred days ; by that time there may be a certain thread- 
bareness about the co-operation which he considers the American 
people have a right to expect between President and Congress. 

Civil rights legislation may be the first rent in the fabric. Mr 
Truman stands squarely behind the proposals he made last 
February, which precipitated the southern Democrats into what 
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has proved only a temporary wilderness. It seems improbable 
therefore that he will be prepared to accept the compromises which 
have been suggested as a means of avoiding an open cleavage on 
this question, Labour legislation may also lead to dispute. Mr 
Truman asks for repeal of the Taft-Hartley Act and for restoration 
of the Wagner Act ; this had been taken for granted and has been 
welcomed by labour, which may not, however, be so pleased with 
the President’s request for improvements in the Wagner Act. 


Controversy is to be expected, too, on Mr Truman’s financial 
and other economic recommendations. So far he has asked for 
an additional $4 billion of government revenue, in order to balance 
the budget and reduce the national debt, to come principally 
from corporate taxes. The President advocates improvement of 
the farm programme, although he is vague about changes in 
agricultural price supports. He has, of course, asked for legisla- 
tion to enable the Government to take effective action against 
inflationary pressures ; this includes the usual requests for credit, 
rent and export controls, for power to allocate materials and for 
stand-by authority to impose price ceilings and limit wage adjust- 
ments. The programme this time does not include consumer 
rationing, but a mew and sensational departure is the demand 
for authority for the Government if necessary, to establish its 
own facilities for production of materials in short supply. Steel 
is especially singled out in this connection and the building industry 
is attacked in the part of the message which deals with the housing 
shortage. But on the whole the business world has found less 
cause for disquiet than it feared, in spite of Representative Cox’s 
assertion that America is following England down the road to 
socialism. 

It remains to be seen whether this feeling of relief (it does 
not seem entirely reasonable) will persist after the more detailed 
presentation of the proposals which wil] presumably be found in 
the economic Message which the President will send to Congress 
while The Economist is in the press, and the budget Message 
which is due on January t1oth. Specific suggestions for imple- 
menting most of the President’s other proposals, the improvement 
of the nation’s health, education, housing and -social security 
and the conservation of its natural resources, are already available 
in government and Congressional reports and in draft legislation. 

On foreign policy a further message or messages is also 
expected at a later date. For the present Mr Truman asks only 
for repair of two blemishes on the international record of the 
Republican Congress, otherwise good in almost all respects—the 
return of the Reciprocal Trade Agreements Act to full effective- 
ness and the removal of discriminations against displaced persons. 
The President insists, too, that universal military training is 
essential, an opinion that Congress may be more ready to accept 
now that the election is over. 


* * J 


Right of Way for the New Deal 


The Eighty-first Congress will have a greater measure of 
democracy, as well as more Democrats, than its predecessor. The 
first step of the House, as it was organised on January 3rd, was 
to blast a right of way for Mr Truman’s New Deal through 
the autocratic Rules Committee. By appointing six reliable 
Administration supporters to the Ways and Means Committee, 
the majority had already ensured that-the Republicans, by joining 
hands with the Southern Democrats over the purse-strings, 
would not be able to impose a veto on progress. As the 
Democratic Representatives on this committee control appoint- 
ments to the rest of the committees of the House, its “ packing” 
with liberals has an even wider significance. 

The risk to the President’s programme implicit ‘in the possi- 
bility of a coalition between the southern Democrats and the 
Republicans is real. Such an alliance often frustrated Mr 
Roosevelt, although he enjoyed Democratic majorities in both 
Houses of Congress; the risk of reviving it is one reason for 
the leniency with which the southern rebels have been treated. 
The danger is more acute in committee than on the floor, for 
the southerners, coming from safe constituencies, have built 
up claims of seniority to the seats of power. The new Democratic 
chairman of the Ways and Means Committee, Mr Doughton of 
North Carolina, for instance, is, at 85, no New Dealer, and 
though Mr Sabath, the new head of the Rules Committee, 
despite his-almost equal age, is a thorough-going liberal, he could 
have been stalemated by the combination of rwo of his colleagues, 
Mr Cox and Mr Smith, with the four Republican members of 
the committee. 

Without any hazardous assault on the sacred principle of 
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seniority, much of its sting has been drawn. The powers of the 
Rules Committee spring from the need of limiting debate in a 
House with 435 members, and giving priority to urgent Bills. 
But the group designed as a traffic policeman had become a traffic 
block, bottling up measures it did not like, such as the Selective 
Service Bill last spring, and altering others, such as the Housing 
Bill. The latter had to be stripped ot its public hous.ng pro- 
visions before it could pass the barricade, 

Until last Monday, the only method of rescuing a Bill 
imprisoned in the Rules Committee was by securing 218 signatures 
to a petition, a cumbersome and seldom successful device. The 
reform, carried by 275 votes to 142, provides that if the committee 
holds up a Bill for, more than 21 days, the chairman of the 
legislative committee which drafted it may, if he secures the 
recognition of the Speaker (Mr Rayburn), obtain its release by 
a majority vote of those present, probably far less than 218. 

In its defence it is sometimes argued that the Rules Committee 
was not as black as painted ; that often it took the responsibility 
for putting in cold storage Bills towards which the House as 
a whole, or even the Administration, was privately chilly. The 
reform will place the responsibility squarely on the House and 
Speaker, and, through him, on the Administration. For Mr 
Truman has revived the practice of meeting every week with his 
Congressional leaders, a link which fell into disuse in the days 
when Mr Rayburn as minority leader could not guarantee the 
passage of the President’s proposals. 


* * x 


Unrepentant Republicans 


The lessons of the election, on which the Democrats are 
already acting with such enthusiasm, have been a much more 
bitter and difficult draught for the Republicans to swallow. 
Indeed, there are violear differences among Republicans as to 
whether the moral is that Governor Dewey lost because he was 
too far to the left, or because, as some liberal Republicans argue, 
the Eightieth Congress was too far to the right. Either argument 
has iis logic; what is impossible to reconcile is a Congressional 
delegation sitting on ene side of the fence between elections with 
a Presidential candidate who, every four years, either leaps it 
or sits astride. 

The surviving Republicans in Congress, at least, have refused 
to haul down their flag. Senator Taft, the butt of Mr Truman’s 
campaign, has been re-elected to the central post of chairman of 
the Republican policy committee of the Senate by 28 votes to 14, 
defeating Senator Henry Cabot Lodge, the candidate of the 
“young Turks.” Senator Wherry has refused to be cast as the 
party’s Jonah, and reappears as minority floor leader. The liberal 
rebels, who include Senator Ives, of New York, and Senator 
Knowland, of California, have had to be content with crumbs of 
concessions: an enlarged policy committee, and minor posts. 
Indeed, while the Democrats were altering the Congressional 
rules to make way for the future, the Republicans were altering 
their party rules to enable them to retain the past, in the shape 
of Senator Taft, against whose ability, integrity and sporadic 
liberalism must be set a conspicuous lack of political agility and 
the fact that he is, perhaps unfairly, regarded as a symbol of 
reaction and, more justifiably, of defeat. 

A policy of “no change” is hardly likely to satisfy a party 
which has suffered four Presidential defeats in as many elections. 
Many feel the party must take its bearings anew now that the 
political pole has proved to be so much further to the left than 
was commonly believed. Mr Philip Willkie, the son of Wendell 
Willkie, now a member of the Indiana State Legislature, has 
secured support for his proposal of a party policy conference 
from such liberals as Mr Stassen, Mr Warren, Senator Baldwin 
and, apparently, Governor Dewey. The idea also has been taken 
up with enthusiasm by Mr Hugh Scott, chairman of the 
Republican National Committee, who promises ‘¢ put it before 
the next meeting on January 26th. The Republicans in Congress, 
who feel that it is their privilege and responsibility to mark out 
policy between election platforms, have been cool. Responsibility 
for the conduct of the recent campaign is not primarily Mr Scott’s, 
as it was directed largely from New York, but there have been 
suggestions that he should resign. There are, therefore, suspicions 
that Mr Scott’s enthusiasm for another Mackinac Island conference 
iS prompted as much by a desire to remain in office as to bring 
about a Republican revival ; they will hardly be assuaged for the 
die-hards by the spectacle of Mr Scott, a member of the con- 
Servative Pennsylvanian machine of Mr Grundy, declaring that 
one function of the conference should be to make it clear 


that on many issues the Republicans do not disagree with the 
Democrats. 


57 
Progress Report on Defence 


In his first report on the National Military Establishment, 
set up fifteen months ago under the Security Act of 1947, the 
Secretary of Defence declares that the damage done by. too rapid 
demobilisation at the end of the war—“a testimonial to our 
good wall rather than to our common sense ”—is being repaired, 
but that the time has not yet come for the relaxation of efforts 
to make the country so strong that it will never invite attack. 
As a result of these efforts, which are already costing nearly 
$15 billion a year, the Defence Department has Lecome an enter- 
prise far surpassing any other in government or industry, and 
has the responsibility of seeing that expenditure on national 
security not only gives full value but does not bring bankruptcy. 

One of the many solid accomplishments under the Security 
Act has been the achievement of a unified military budget, but 
the Secretary confesses frankly that the failure of that Act to 
eliminate rivalry between the three Services became most apparent 
when the total funds allocated 10 the National Military Estab- 
lishment had to be divided between them, Lasting harmony can 
only be achieved through longer and closer co-operation, but in 
the meanwhile Mr Forrestal recommends a number of changes in 
the Aci, which might hasten progress towards unity. These 
changes, which include the strengthening of his own powers and 
the appointment of an Under-Secretary of Defence and a single 
head for the Joint Chiefs of Staff, are much the same as those 
proposed to the Hoover Commission and are probably amongst 
the further improvements in national security legislation which 
President Truman thinks necessary. 

The report insists that it would be foolish to imagine that wars 
can be won by any Service operating independently or by any 
single weapon, Apparently the “Earth Satellite Vehicle Pro- 
gramme,” concerned with “space ships” which will spin round 
the earth until directed by radio to destroy the enemy, is still 
more real to readers of the comic strips than to practical military 
men, even though it is being co-ordinated by the new inter- 
service committee on guided missiles. But in the Secretary’s 
view, not even impregnable defence is sufficient precaution against 
war; wars must not be allowed to begin. At this point the 
question of the military self-reliance of western Europe arises and 
Mr Forrestal officially advocates military aid to the free European 
countries as a supplement to the Marshall plan. 
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Mr Forrestal issued a warning that, even if kept to modest 
proportions, such assistance, when added to the amount being 
spent on armaments already, might necessitate a lower American 
standard of living. The liberals, who are more numerous in this 
Congress than in the last and just as ready to see a uniform in 
every woodpile, will not accept this view without argument. Nor 
will’ their suspicions of Mr Forrestal be allayed by the priority 
whith he gives, amongst the many matters on which he asks for 
legislation, to the granting of general authority to the govern- 
ment to give military assistance to its allies and to other countries 
with similar international interests. This would avoid the need 
for enabling legislation on each military aid programme, although 
appropriations would still be needed, but it is not a request which 
will be very acceptable to a Congress always jealous of its con- 
stitutional right to declare war and to control the use made of 
the nation’s military forces. 


* * * 


Aluminium and the Seaway 


The suggestion that Britain and other European countries 
have been re-exporting to the United States aluminium bought 
with Marshall dollars was made on a stage which had been set 
the previous day by the Aluminium Company of America’s 
announcement that in the new year it would have to reduce both 
its Own ‘fabricating operations and its allocations to its already 
rationed customers. This background of a growing stringency 
in supplies of aluminium is one of the reasons why the allegations 
attracted so much attention. The stringency arises in part from 
the continued high level of civilian, and the steady increase in 
military demands, particularly for aircraft, in part from a fall in 
imports from Canada, where the “ guilty” countries are buying 
their aluminium, and in part from shortage of electric power. 
Thé reduction in Canadian output of aluminium is due to drought 
affecting electricity supplies, which has also caused a cut of 
49 million ib. a year in aluminium production in the north- 
west of the United States. A similar loss, for a similar reason, 
will result in February from the permanent closing of Alcoa’s 
plant at Massena, New York. 

Governor Dewey has appointed himself champion of the 
nation’s aircraft and the nation’s cooking utensils as well as of 
the workers who will be laid off in Massena and other places 
as the result of the power shortage in his State. The scheme 
for the immediate development of the hydro-electric capacity of 
the St. Lawrence river, which was drawn up some months ago 
by the New York Power Authority and the Province of Ontario 
and which would ensure plentiful supplies of electricity in New 
York, has been refused the endorsement of the State Depart- 
ment. The Department acted on the instructions of President 
Truman, who has made it known that he intends to press for 
Congressional approval of the full St. Lawrence agreement made 
with Canada in 1941, for the development of a seaway to the 
Great Lakes as well as of electricity. Charges of playing politics, 
of wasting the Federal money, of approaching a national problem 
from a provincial angle, of making the urgent need for electricity 
wait upon the development of an unwanted waterway, have been 
flying back and forth between Washington and Albany at a speed 
that was hardly surpassed during the election campaign. 


x 


Mr Truman’s condemnation of the New York proposal is 
based on the realisation that the St. Lawrence agreement will be 
jeopardised if the opposition of the seaports and the railroads to 
the seaway is not counteracted by the support of electricity- 
starved industries for the power project. The chances are good 
that Congress will look with more favour on the agreement this 
year than in the past. Mr Truman will lend it some of the 
prestige of his victory, many of the Senators who opposed it in 
the last Congress have been defeated, and the significance of the 
seaway for the steel mills on Lake Michigan has grown as a result 
of the discovery of iron ore in Labrador just when it is becoming 
impossible to ignore the approaching exhaustion of the Minnesota 
deposits. On the other hand it may be difficult for the Adminis- 
tration to justify such an outlay on public works ata time of full 
employment and unavoidably heavy expenditure in. other fields. 
Then, too, the prevalent belief that nowadays the greatest 
military danger is that of air attack on the Middle West by the 
Great Circle route makes the seaway seem a ability, rather than 
the asset that’ it was originally intended to be in time of war ; 
instead of providing a haven from enemy submarines, it may 
result in industrial concentration in an area which wil! perhaps 
be very vulnerable. 
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Troubled Waters Over Oil 


Only a few weeks ago daily output of petroleum in the 
United States reached a record of over §,600,000 barrels, yet a 
general increase in the price of oil was a definite possibility. But 
this month allowable output of crude oil in Texas will be below 
the maximum legal rates for the first time in over a yéar, premium 
prices for crude oil have been abandoned and fuel oil prices are 
declining on the east coast. Fear that this decline may gather speed 
has perhaps more to do with the unexpectedly sharp cut of 10 
per cent in Texas “allowables” than has the official explanation 
that it is to save the United States from “swimming in oil.” 
The transformation in the petroleum scene is due partly to the 
mild weather and the heavy stocks built up by consumers earlier 
in the year, but more to the expansion in petroleum facilities 
which make it unlikely that shortages will recur, even though 
demand in 1949 is expected to be 6 per cent greater than in 1948. 

But Texas oil output is threatened more seriously by the 
treachery of a native son, Mr Tom Clark, the US Attorney- 
General. He has asked the Supreme Court to extend to Texas 
and Louisiana the 1947 “tidelands” decision, which gave the 
Federal Government paramount rights over the lands and minerals 
lying seaward from the low-water mark off the coast of California, 
The exact significance of “ paramount” has not yet been settled, 
and many lawyers doubt the soundness of the decision, which 
reversed a number of previous judgments. Texas is mobilising 
behind both the treaty under which the independent republic 
joined the United States a century ago and state legislation recently 
passed in preparation for the present threat. The Department of 
Justice denies the validity of this defence and the eyen more 
historical one (turning on, amongst other things, the lehgth of a 
gunshot) advanced by Louisiana. Texas can, however, count on 
assistance from two of the President’s leading supporters in Con- 
gress, Representative Sam Rayburn and Senator Connally, both of 
Texas. Solicitude for States’ Rights and fear that the Federal claim 
to oil may be extended to other mineral deposits have induced forty 
states to take an active interest in the “ tidelands ” question, and 
they may have enough strength in Congress to frustrate any 
Federal plans for using the oil under the sea, even if they cannot 
achieve the passage of legislation ensuring state ownership. 

The California decision applied only to a distance of three miles 
offshore, but the Attorney-General is asking for rights up to 27 
miles off the coast of Louisiana and to the edge of the continental 
shelf, which varies from 40 to 130 miles, off the coast of Texas. 
As much as ten billion barrels of oil are involved, according to 
present estimates, almost certainly by far the largest reserve of 
petroleum remaining in the country. The Attorney-General’s 
action is prompted by the conviction that this reserve should be 
developed prudently in the interest of the national defence rather 
than lavishly in that of state finances. 


Shorter Notes 


Fair weather friends have come—belatedly—to the aid of the 
Democratic Party. It was predicted that campaign expenditures 
would leave the Democrats in the red, but instead they have started 
the new year with a surplus of $100,000, as a result partly of 
contributions received after the election. Supporters, who had 
apparently decided that it was useless to help a party so certain 
of defeat, now have sent pre-dated cheques amounting to $50,000. 
Presumably these tardy subscribers hoped to keep their slates, if 
not their consciences, clean. A Congressional committee has 
recommended that action be taken at this session to increase 
the amount which may be legally spent on campaigns. It is felt 
that the sum should be raised because costs are much higher 
today than they were when the existing limitations were intro- 
duced. Candidates for the Senate may spend $10,000, contestants 
for the House of Representatives are permitted $5,000. Individuals 
and group contributors are limited to $5,000 in any year, and 
political committees to $3,000,000, both in receipts and 
expenditures. 

* 


The latest report on strikes issued by the Bureau of Labour 
Statistics indicates that 1948 was very similar to 1947 as 
regards the number of strikes, workers involved and time lost; 
the last is the best basis of comparison. In 1947 lost time 
amounted to over 34 million man-days, and when final figures 
for 1948 are collected they will probably bea little lower. The 
record year was 1946, when 116 million man-days were lost by 
strikes. Last year serious strikes occurred in the packing houses, 
coal mines, in the automobile industry and, most recently, among 
the longshoremen on both coasts. 
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Iraq’s Empty Exchequer 


(By a Correspondent 


HEN Israel attacked in the Negeb, it obviously reasoned as 

follows: “ Syria is knocked out ; Transiordan knows we are 
a reality, and will talk ; most, Lebanese are half-hearted about us. 
Saudi Arabia is far away. It is Egypt and Iraq whose intran- 
sigence is keeping us thus expensively under arms. Knock out 
the one, and then, what of the other ?” li this should be dis- 
missed as an undesestimatioa of Iraqi potentialities, a survey of 
lraq’s finances suggests the answer: No. 

If public pronouncements in Baghdad were anything to go by, 
Iraq would still be a force to be reckoned with. Its ignorant, 
gullible public is being led to believe that “ unless we fight, the 
Jews will conquer Mecca.” Even Parliament is still passing resolu- 
tions about driving them into the sea. The war has not made 
itself felt publicly, as it has in Transjordan. It has brought no 
blackouts, no spectacle of retugees arriving by the thousand, no 
personal sacrifice on their behalf. Its chief outward signs have 
been agreeable flag-wagging upon the departure of troops for the 
front, martial law under which a nationalist Minister of Defence 
(now dismissed) encouraged much popular “ squeezing” of the 
local Jewish community, and the compulsory sale of the 
“Palestine stamps” which adorn all letters and bills. Rigid 
censorship has, till very recent weeks, wholly concealed all Arab 
military setbacks. The Egyptian collapse is now becoming known 
through the publication of wordy recriminations about the Iraqi 
army’s failure to come to the Egyptians’ rescue. 

Resentment has been concentrated against Great. Britain for 
failure to supply arms, and against President Truman for backing 
the Jews. There has also been constant talk of using the “oil 
weapon” against the west—that is, denying the rights of the 
international Iraq Petroleum Cempeny and its subsidiaries. 

Even among ministers and high officials, there is no under- 
standing of the effects of killing the goose that lays such golden 
eggs. In fact the oil company, with its royalties and its local 
expenditure, is one of the very few resources that stand between 
the Government and complete insolvency. 


Incompetence During 1948 


The emptiness of its coffers is due to rank mismanagement 
during 1943, and not—as some Iragis will wish to think—to heavy 
sactifice in war. It is not yet possible to produce a trim balance 
sheet for this disastrous year. No indications of revenue have 
been made public. But it was obvious, during the chaotic months 
that succeeded the rioting that killed the Bevin-Jabr Treaty of 
Portsmouth in January, 1948, that very little direct taxation was 
being collected. A caretaker government of elderly religious 
notables had no grip of the situation. Departments helped them- 
selves, unchecked, to whatever was in the till. Expenditure went 
on without forethought. The budget produced to cover the 
financial year April, 1947-March, 1948, balanced, om paper, at 
29 million dinars with a deficit of only 445,000 dinars (1 ID 
almost exactly equals £1 sterling), but it is impossible to believe 
that this figure matched the actual moneys passing in and out, 
nor the Government was already admitting difficulties in April, 
1948. 

After the elections, which took place in June, the new premier 
Muzahim al-Pachachi, installed a serious-minded finance minister 
who made a brave effort to straighten the muddle. He produced 
a system of two-monthly provisional budgets, along with a series 
of bills designed to reduce expenditure and increase revenue. 
An examination of these budgets for the months between the 
summer and November shows that expenditure in the Ministry 
of Defence, though much higher than in the 1946-47 budget 
year, when it amounted to only 16 per cent of the total, was, in 
spite of the war, by the autumn of 1948, averaging only one 
quarter. of the total ordinary budget. This figure, though high 
by Iraqi standards, does not nearly account for the parlous state 
of the nation’s finances as the 1948-9 financial year enters its 
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public finance which happened during and after the “ national 
uprising in the cause of liberty” that rejected the Treaty of 
Portsmouth. (Few people owtside Iraq realise the extent to which 
public security and public administration then lapsed ; the police, 
threatened with reprisals for “ murdering the populace,” tem 


_porarily melted away, and in the provinces such governors a 


preferred not to function for a time were not replaced.) 


Gap Between Rich and Poor 


Another reason for insolvency lies in the refusal of the land 
owning class that gets elected to the Iraqi parliament to consider 
any taxation that would seriously affect its own incomes. Their 
refusal to do so caused Ali Mumtaz, the Finance Minister already 
described, to resign in November. The chief feature of the new 
taxes that the present parliament has adopted is that they make 
no attempt to even out the gap between rich and peor. Indeed, 
new excise dues on the produce of trees and animals are tending 
to raise the already high cost of essential foodstuffs and to hit 
the poor rather than the rich. There is said to have been a 
reduction in the over-large civil service, but it as hard to se 
evidence of this in a capital that always seems full of new appomt- 
ments drawn from the relations and friends of new Ministers. 

The figures tell a significant story. At the end of the financial 
year 1946-47 the budget balanced, liquid assets stood at I.D.32 
million, and the Currency Board held reserves that constituted 
more than adequate cover for the currency. Jmports running at 
the rate of I.D.22 million per annum were offset by exports 
at I.D.12 million, oi! royalties at I.D.1 million, British military 
and foreign oil company expenditure at 1L.D.4 million. Any 
unbalance in international payments was offset by releases from 
Iraq’s sterling balance and by the promise of fresh oi] royalucs 
to be derived from new and bigger pipe-lines. 

he situation in 1948 is transformed. Imports for the first six 
months of that calendar year stood at 1.D. 23 million and exports 
at L.D.5 million only. Simultaneously, the normal means of off- 
setting the unbalance dwindled. As from the spring of 1948 
the pumping of oil to Haifa ceased on account of unrest in 
Palestine ; oil royalties were therefore halved. British military 
expenditure (which still continues at two RAF bases maintained 
under the old and unexpired Anglo-Iragi Alliance) fell off when 
the British military mission was withdrawn at Iraqi request in 
April, 1948. 

To meet its obligations, the Government has been obliged to 
use all its liquid assets, to borrow ID 3,500,000 from currency 
board reserves and to obtain an advance on royalties from the 
oil company. It has talked of borrowing £3,000,000 from Egypt, 
but has not done so. It is in arrears with the pay of its officials 
and of its troops in Palestine. There is doubt whether it can 
meet its obligations to foreign contractors now working on 
development schemes—for example, this year’s heavy bills for 
the cement and steel needed for the completion by Messrs Balfour 
Beatty of the great eleven-sluice regulator at the inlet to the new 
catchment basin on the Euphrates, a scheme that is scheduled to 
increase Iraq’s crop area by 400,000 acres in 19§0. 


Chances of Recovery 


The chances of recovery from this parlous state of affairs do 
not look bright. Even cabinet ministers fail to grasp its signifi- 
cance. They have dismissed in turn the able Jew who was 
Director General of their Ministry of Fimance, and then the 
Minister of Finance, the only one of their number who had a real 
grasp of the situation, They place great faith, they say, in their 
new Higher Economic Committee, which ig to direct develop- 
ment. But they have virtually shorn it of .its capacity to do so 
by altering the shape originally intended for it. It was to be a 
body of permanent experts responsible only to the Prime Minister, 
and removed from the vicissitudes of constantly changing govern- 
ments. As things stand, the committee is to consist solely of 
Mmisters and high civil servants and is as insecure of tenure and 
as subject to the whims of public opinion as is the Cabinet. 








1949 


e land- 
onsider 
‘Their 
already 
he new 
y niake 
Indeed, 
tending 
1 to hit 
been a 
to see 
ippomt- 
ters. 
inancial 
IL.D. 32 
stituted 
ining at 
exports 
military 
» Any 
es from 
royalues 


first six 
exports 
s of off- 
of 1948 
nrest in 
military 
intained 
ff when 
quest in 


liged to 
Surrency. 
rom the 
1 Egypt, 
Officials 
r it can 
king on 
bills for 
Balfour 
the new 
duled to 


fairs do 
$s signifi- 
vho was 
hen the 
ad a real 
in their 
develop- 
to do so 
to be a 
Minister, 
/ govern- 
solely of 
nure and 
inet. 


THE ECONOMIST, Jaauary 8, 1949 


61 


<—s 
—s 


—- 
<< 


* 


— 
_ 
ns 
—<s 
—s 
ora =~ 


= 


: THE _ 
THREE CASTLES = 


CIHGARETRTMES 
20 for 3/10 


W. D. & H. O. Wills, Braach of The Imperial Tc bacco Co. (of Grest Britain & Ireland), Lad, TTI6K 






Place an order with your usual bookstall or 

newsagent. The Times is the authoritative, 

accurate daily newspaper to which all classes 
of thoughtful people instinctively turn. 











SHELL and the Ubbelohde Viscometer 


At Thornton, Cheshire, there 2 are more people to the square yard 


who know what an Ubbelohde Viscometer is than anywhere else in . the world. 





For Thornton i is the home of SHELL’ Ss engine and fuel research laboratory, 


in its sphere the world’s finest. 


The Ubbelohde Viscometer measures the viscosity (or shall w we just say y thickness ?) ?) of oil — 





child’s play to Thornton’: s scientists 


compared with looking inside engine cylinders by cathode rays, 


investigating high altitude jet problems, finding more uses s for ‘heavy diesel fuels. 
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There are few ways cut of the sitvation, and all present diffi- 
culties. One is for the rich to voie for taxing themselves—which 
calls for a change cf heart that it would be rash to expect. 
Another is to secure bigger oi] royaliics, but what guarantee has 
ihe company that these would be well handled ? On the evidence 
so far aflorded by the present cabinet, there is none. A third is 
10 borrow from abroad. But who will lend to a government so 
unskilful at administering its finances ? The answer is, nobody, 
unless it can retain some control over expenditure. lragis who 
refuse to face these facts might reflect that Britain, too, knows 
what it is like to be a borrower but is making the effort needed to 
work away from dependence on foreign aid, 


Nationalisation in Burma 


[BY A SPECIAL CORRESPONDENT] 


NATIONALISATION, although still the avowed policy of the Burmese 
Government, no longer has the same magic ring which it had for 
the young Burmese politicians a year ago. The past few months 
have seen a marked reaction against sweeping policies of 
nationalisation. There is now a go-slow policy. The government 
are coming to realise that they must try to increase production if 
the country is not to go bankrupt and lapse into economic stagna- 
tion. In a recent speech to the Burmese Chamber of Commerce, 
Thakin Nu, the Prime Minister, for the first time declared that 
foreign business had its part to play in Burma’s economic life and 
that the government was anxious to encourage individual as well 
as state-owned enterprise. a 

Burma today is almost entirely dependent on its exports of rice, 
which cover about 80 per cent of its total value of exports com- 
pared with 50 per cent before the war. During the coming year 
the government hopes to export 1,250,000 tons of rice (compared 
with 3,000,000 tons prewar), but the achievement of this target 
depends on whether conditions up-country, at present deteriorat- 
ing, will permit the rice to be moved to the ports. On September 
61h, the Finance Minister revealed a budget deficit of 10 crores of 
rupees (£7,700,000). Not only has expenditure on administration 
and enlarged social services greatly increased, but the suppression 
of the various revolts has necessitated a much greater outlay on 
defence. The government is already seriously short of foreign 
exchange. It is trying to work out now what it will earn in 
1949. with a view to planning its import programme. If the 
rice crop is good and if it can be brought to the ports and shipped, 
the country may just get through. But the margin is small. 
Everything depends on the goveriment’s ability to restore order. 


Towards Collective Farming 


A Land Nationalisation Bill was passed in October, after only 
four speeches in parliament. The Minister for Agriculture, 
Thakin Tin, said that it was intended to put an end to landlordism 
in Burma and to usher in an era whose ultimate objective was 
collective farming. He optimistically added that he was convinced 
that the present political and racial conflicts would disappear with 
the passage of the Bill. At one time it was hoped to complete 
the programme within three years. A more cautious line is now 
being adopted and, to start with, nationalisation will be apphed in 
only two districts and two townships, beginning early in the New 
Year. The unit of distribution will be the family, each family 
receiving as many acres as can be ploughed with one yoke of oxen. 
The actual redistribution will be carried out by village committees, 
and the farmers will all be expected to join village co-operatives. 

Like the present Communist programme in China, this is 
intended to be a preliminary step on the road to collective farming 
and, by giving the villagers a sense of responsibility, to contribute 
to the restoration of law and order. Compensation will be of two 
kinds. Where the state is the actual owner of the land, the govern- 
anent will pay the landlord the equivalent of one year’s revenue. 
Where landholders’ rights have accrued through cultivators having 
paid twelve years’ land revenue continuously, the government will 
pay compensation not exceeding the equivalent of twelve years’ 
land revenue. Officials in the Department of Agriculture have 
worked out that it will cost the government 36 crores of rupees 
(£27.6 million) to resume 7,090,000 to 8,000,000 acres. They 
propose to pay compensation in the form of non-convertible 
bonds payable over a period. Just under half the land in Lower 
Burma is owned by non-agriculturists, of whom just over half are 
Indien Chettiars. The latier are not satisfied with the terms of 
compensation, especially the mece of payment, and a deputation 
from India is arriving shortly to d’scuss the matter with the 
Burmese Government. 


The case of the forests, of which one-third—thcse in central 
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RBurma—were nationalised on June 1st, is slightly different because 
all the major forest leases had expired by the end of the war 
and have not been renewed. Negotiations between the govern. 
ment and the foreign firms invelved began early in the year, but 
no arrangements had been agreed upon by June Ist, and on that 
day the assets of the foreign firms in centra] Burma were taken 
over without legislation and without compensation, Negotia- 
tions are still continuing, with the Burmese offering about half 
of what the foreign firms are asking (three crores compared with 
six, ie. £2.300,000 compared with £4.600,000). The main crix 
here too is the mode of payment, for again the Burmese are 
proposing to pay in non-convertible bonds. Since taking over 
the central Burma foresis the Burmese have extracted practically 
no logs, less because of technical incompetence than because of 
the extremely disturbed condition of the countryside. It will 
be interesting to see what the government decides to do about 
the remaining two-thirds of the forests, for i appears that they 
realise the dangers of falling production and may try to come to 
some arrangement with the foreign firms. The latter have found 
it difficult extracting any written agreements from the govern- 
ment and certainly no important decisions are likely to be taken 
until the elections in March are over. 


Payment for the Flotillas 


The third main industry to be nationalised has been inland 
water transport. The Irrawaddy Filoulla Company was 
officially informed in April that it would be nationalised on 
June ist,-and that a Commission would be set up to decide what 
assets should te taken over and what the terms of compensation 
and mode of payment should be. The Commission, consisting 
of a High Court Judge, Mr Justice Thaung Seirf, and two 
assessors, has been sitting since July and an award is expected 
during the second half of January. The company have submitted 
a claim for £1,500,000, based on the replacement value of the 
assets available for handing over, less depreciation and less 
allowances for war damage not made good by insurance. The 
government have proposed approximately £250,000, in non- 
convertible bonds, based on original cost less depreciation. 
Either side, if dissatisfied with the award, can appeal to the 
Supreme Court. 

One of the main arguments of the government is that the 
Irrawaddy Flotilla Company was, not legally but in effect, a 
monopoly which made profits at 18 per cent and has more than 
once recouped its original capital. The company admit that they 
were the biggest firm, but maintain that they ran a cheap and 
efficient service and deny that they were a monopoly. In the Delta, 
they say, whereas they operated about 100 Jaunches, there were 
at least 200 running in opposition to them. 


Alarm about Oil 


The details of the government’s scheme for paying compensa- 
tion in non-convertible bonds has not been worked out in detail 
yet. The proposal is that the bonds would be redeemable in 
annual instalments, on condition that the moneys paid out would 
be reinvested in government-approved productive enterprises 
inside Burma. Arrangements would be made for the remission 
of profits from such enterprises. The foreign interests are 
strongly opposed to payment in non-convertible bonds and it has 
been the subject of official protests from the British government. 
The Burmese government is taking the line that the foreign 
interests made unjustifiably high profits out of Burma in the 
past, that they are lucky to get any compensation, and that they 
would get none at all were the Communists to come to power. 
They are fond of citing the example of Britain issuing bonds 
when. nationalising industries, although they ignore the fact that 
these bonds are freely convertible into cash. Underlying this 
controversy is the question whether the present state of Burma’s 
finances would permit it to pay compensation in sterling or 
convertible bonds. The sums claimed by the British firms would 
perhaps not strain its resources unduly but Burma could hardly 
use one method of payment for British and another for Indian 
interests. 

The Burmah Oi] Company on September ard asked the govern- 
ment for a guarantee of “quiet enjoyment,” but failed to obtain 
any definite assurance. In October it informed the government 
that, owing to the spread of disorder, it would be obliged to 
suspend its overall scheme of rehabilitation and, although it 
would carry on with parts of its scheme, it would be obliged 
to lay off 5,000 labourers. The scheme was designed to restore 
the ojJ-fields to a daily production of 10,000 barrels, as contrasted 
with the prewar figure of 17,000 barrels, and covered oil-fields, 
pipeline and refineries. It was estimated to cost £17 million, 
of which about £7,000,000 has hitherto been spent. At present 





9 


Cause 
; War 
vern- 
'. but 
1 that 
taken 
bOula- 
t half 
with 
crux 
e are 
over 
tically 
ise of 
t will 
about 
| they 
me to 
found 
vermn- 
taken 


inland 

was 
ed on 
> what 
sation 
sisting 
d two 
pected 
mitted 
of the 
d_ less 

The 
. non- 
cjation. 
to the 


at the 
fect, a 
re than 
at they 
ap and 
e Delta, 


fe were 


npensa- 
n detail 
able in 
t would 
erprises 
mission 
‘sts are 
d it has 
rmment. 
foreign 

in the 
hat they 
) power. 
¢ bonds 
fact that 
ing this 
Burma’s 
rling oF 
is would 
d hardly 
r Indian 


 govern- 
© obtain 
jernment 
sliged to 
hough it 
: obliged 
© restore 
ontrasied 
oil-fields, 
~ million, 
t present 





‘THE ECONOMIST, January 8, 1949 


Far ery to a 


eclock-ecase 


rHis ‘special high purity zinc’ will help to make 
clocks —and a hundred other things, embodying zinc 
alloy die castings, sold all over the world. 

Our various grades of zinc are only a few of the 
basic materials we produce at Avonmouth, Swansea, 
Widnes, Luton, Bloxwich and Seaton Carew. Others 
are sulphuric acid, zinc pigments, luminescent zinc 
sulphide, zinc dust, cadmium, vanadium catalyst, 
fungicides and fluorides. 
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THE NGLISH ELECTRIC 
COMPANY LIMITED 


The English Electric Company manufactures plant for the 
complete electrical equipment of steel works, including the 
Production of generating, transforming and converting plant, 
drives for all classes of rolling mills, as well as auxiliaries, 
switchgear and control gear. 

The design and manufacture of this equipment are born of 
forty years’ experience in the application of electric power to 
the steel industry. 


Extra Fewer 
BEHIND BRITAIN’S DRIVE 


THE ENGLISH ELECTRIC COMPANY LTD., QUEENS HOUSE, KINGSWAY, LONDON, W.C.2. ' 
Works: Stafford, Preston, Rugby, Bradford, Liverpool 





No need to stress the vital importance of coal — of 


getting as much as possible and using it with the 
highest efficiency. Simon engineering helps to make 
coal do its utmost in the service of mankind. 
Simon-Carves coal washeries take out the dirt. 
Simon-Carves coke ovens produce coke and gas for 
the steelworks, the foundry, the chemical industry, 
the domestic market. Simon-Carves by-product 
recovery and refining plants deliver the tar, ammonia, 
ammonium sulphate, benzole, and so forth, which 
with their many derivatives are used in almost 
countless industrial processes. Getting the best out 
of coal, one of the principal sources of the world’s 
wealth, has beere a Simon speciality for nearly 


seventy years. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 
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the fields, which were systematically denied to the Japancse in 
1942, are not producing more than enough oil for Iccal needs in 
north Burma. Confronted with this awkward labour problem 
and suddenly realising that an important foreign company was 
no longer willing to pour money into a seemingly disintegrating 
country, the government leaders were thoroughly shaken. The 
Burmah Oi] Company is now trying to negotiate an agreement 
whereby the government will provide all or part of the remaining 
capital required for rehabilitation. 

There is both a dark and a bright side to Burma’s economic 
prospects. On the one hand the young political leaders, few of 
whom have any experience of the outside world and all of whem 
are attracted by left-wing ideologies, do not seem to care greatly 
if their country relapses into a simple village Subsistencs economy. 
On the other hand, the country is so rich and productive that, 
given a year’s political stability, it could not but help having 
a favourable balance of trade. Burma could be the richest and 
most prosperous country in Asia. The essential condittons are 
order and political unity. Today they are nowhere in sight. 


Sweden’s Long-Term 
Programme 


Tue dilemma facing Sweden’s planners is very similar to that 
which confronts their counterparts in Britain and, for that matter, 
in the rest of the Marshall area. The outstanding difficulties are 
the deficit with the dollar world, the need to find markets for 
greatly increased exports and the high priority that must be 
given to the preservation of financial stability. Where the Swedish 
four-year programme differs from most of the others is in its 
concern not so much with the struggle back to 1938 as with the 
effort to consolidate the marked gains achieved during and after 
the war. Unlike some of its ERP companions, who will be lucky 
indeed to see their prewar positions restored, Sweden seeks 
salvation in a new high level of foreign trade and domestic pros- 
perity. While Britain, for instance, stil] plans four years hence 
on imports of 85 per cent less than prewar, Sweden contemplates 
an imcrease of perhaps 25 per cent over 1938. 

In large measure Sweden’s dollar deficit is the result of the 
remarkable expansion of industrial production, which by 1946 
had risen 36 per cent above the peak year of 1937. This expan- 
sion led not only to a highly prosperous community which 
demanded more imported consumer goods but also to an increased 
demand for imported raw materials. And since such prewar 
sources of supply as Germany were knocked out by the war, 
Sweden turned to the United States. The upshot was the 
disastrous trade gap with America in 1947 when Sweden’s exports 
sufficed to cover barely one-quarter of its imports from the United 
States. 

Following the effective curbs placed on imports from the dcllar 
area in the Jatter part of 1947 the gap diminished to a point 
where in the first seven months of 1948 Swedish exports to the 
United States paid for over three-quarters of its imports. The 
improvement was due almost entirely to reduced imports ; exports 
rose only slightly. The success achieved in 1948, however, was still 
not good enough, and the Swedish planners aim over the next four 
years to bring about a permanent solution to their dollar troubles 
through an ambitious three-way strategy. Exports to North and 
Central America are to rise by 30 per cent over 1947, while imports 
are to fall by almost 65 per cent. Such measures, it is anticipated, 
will bring the balance of payments with this area into exact 
equilibrium. The third aspect of the drive to balance accounts— 
how to replace the United States as the pringpal source of supply— 
Sweden proposes to tackle by a neat ienes in the direction 
of its trade. In the simple terms of the authors of the Swedish 
long-term programme, “It is not probable that exports to the 
United States can be increased to such an extent that free imports 
from America can be resumed. Therefore the demand for 
American goods must be stringently curtailed. Only a small 
part of US imports is absolutely indispensable. Fruit could come 
from South America or the Mediterranean instead of California, 
cotton from Brazil or Pakistan, cars from England . . .” 

It is first of all to the Marshall countries that Sweden ‘looks 
for a substitute for US supplies. This group in 1947 furnished 
40 per cent of Sweden’s total imports, but the proportion is 
to rise to §3 per cent in 19§2-53. Another large source of imports 
is South America, and an anonymous category labelled “ others ”— 
which undoubtedly includes Eastern Europe—will be called upon 
to increase its exports to Sweden by 10 per cent over 1947. The 
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Swedish Government may well be justified in expecting that it 
can purchase from Europe many of the commedities hitherto 
bought in the western hemisphere. The three largest items by 
value which Sweden took from the United States in the first half 
of 1948 were machinery, coal and base metals. By 1952-53 it 
is conceivable that Swedish purchases of machinery can be 
partially transferred to Britain and Germany, and it is certain 
that Polish, British and German coal production will make it 
possible to dispense with US coal. : 

When it comes to paying for these imports, however, the 
Swedish plan is on more dubious ground. Sweden envisages in 
1952-53 an overall rise in exports of 25 per cent, the bulk of 
the increase to go to Latin América, a smaller increase to North 
America, and only a moderate expansion to take place in exports 
to western Europe. Here the long-term programme suffers from 
the same drawback that efflicts the rest of the Marshall four-year 
projects—lack of specific information about what the prospective 
customer is willing to buy. The Swedes count on selling a great 
deal more machinery in 1952-53 than during the past year, and 
on larger exports of ores, metals and wooed products. But they 
themselves readily admit that marketing difficulties may darken 
the rosy picture of planned export targets. The following is their 
export programme for 1952-53:— 


1952-53 Export PROGRAMME 











(Million Kroner) 
1936-38 it | 1952-53 |G 
Average } 1947 C3 
Agricultor mroduce ...... 132-1 113-0 | 113-0 | Pr 
Ores and wet Js beat hia 456-5 | 409-3 7154-2 &4 
Machinery a Ne all 247-3 } 570°9 805-0 41 
Timber ro, 1 218-9 | 347-8 463-0 33 
Wood pulp ‘ \ a a 354-2 877-0 | 856-4 -2 
Paper and past board .... +» 141-1 491-4 | 591-5 20 
Veriows .. a5 ks A 324-0 | 430-6 | 474-8 10 
786-0 3,240-0 | 4,057-9 | 25 


The Swedish plan also includes a venturesome capital invest- 
ment programme as part of the endeavour to raise productivity 
and to carry industrialisation one stage further. It calls for an 
average expenditure each year of approximately 22 per cent of 
the national income. The total in 1952-53 contains the following 
categories: Building (22 per cent), private industry (27 per cent), 
power (7 per cent), remaining public investments (26 per cent), 
miscellaneous investment (18 per cent). 

This decision to devote nearly one quarter of the gross national 
income to gross investment, coupled with the necessity for an 
export drive, must feed the inflationary tendencies already 
apparent in the Swedish economy. As the authors of the long- 
term programme point out, the success of the entire four-year 
effort depends on the Government’s ability to counteract these 
stresses. By what precise means this pressure is to be relieved 
the Swedish programme—in common with most of the other 
ERP plans—leaves to the Government. 

For some time commercial banking circles in Sweden have 
been dissatisfied with the financial policy followed by the Socialist 
Government. They argue that purchasing power in the hands 
of consumers should be reduced, and that investment should be 
checked by a higher rate of interest which would reflect the true 
productivity of capital today. Most of the Government’s actions, 
they claim, have moved in the opposite direction—the introduction 
of generous family allowances last year, the lifting of direct tax 
burdens from the lower mcome groups, and the “ obstinate ” 
clinging to a low rate of interest. They also charge the Govern- 
ment with a lax credit policy which leaves the granting of loans 
to the wisdom of private bankers and further hold it responsible 
for the failure to evoke more than a trickle of private savings. 
They have not been mollified by the Government’s undertaking 
to budget for a moderate surplus and to make a small reduction 
in the investment programme. 

The Government defends. itself on the grounds that a higher 
interest rate would lead to higher housing charges and thus to 
demands for fresh wage increases. The Socialist ministers fear 
that any upsurge in the cost of living would jeopardise the wage 
agreement reached last year with labour, and pin their hopes on 
keeping a tight hold on prices. Wage and price stabilisation, say 
the Socialists, is the key to the success of their plans. 

From this side of the North Sea, the Swedish pattern looks 
very familiar—with this one difference. The British Government 
recognised the inflationary implications of its policies some twelve 
months ago when it handed over to Sir Stafford Cripps sole 
responsibility for the nation’s economic affairs. The Swedish 


Socialists are apparently just reaching this point and have still 
to find a Cripps. 
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Letters to 


Electoral Reform 


Sirn—The American Election produced an even more fantastic 
incongruity, in the case of the State of New York, than any 
mentioned in your notes of December 11th or Miss Lakeman’s 
letter in your issue of December 25th. The 2} million voters 
in that State, who preferred Mr Truman to Mr Dewey, were 
not only, as you pointed out, disfranchised by the system which 
gave Mr Dewey all 47 seats in the Electoral College: they would 
not even have made any difference if they had voted the opposite 
way. If those 2} millions had voted for Mr Dewey instead of 
Mr Truman, there would have been a turnover of § millions, 
which would have given Mr Dewey an absolute majority of 
popular votes over all the other candidates put together. But 
Mr Truman would still have been elected by exactly the same 
majority in the Electoral College as he was with those 2} million 
disfranchised voters on his side.—Yours faithfully, 
Reform Club, Pall Mall, S.W.1 C. M. WoopHOUSE 


Sir,—Liberals and Conservatives are opposed to the national- 
isation of the iron and steel industry. Many people think this 
would be a national disaster. But if Liberals and Conservatives 
fight against each other at the General Election, the thing they 
are afraid of may come to pass and they will be exposed to 
the charge of having put party interests before the interests of 
the country. 

I suggest that the two parties enter into a gentleman’s agree- 
ment net to oppose each other at the General Election, on the 
clear understanding that a second General Election will be held 
within a year on the basis of Proportional Representation, the only 
major legislation to be introduced between the two elections to 
be a measure for Proportional Representation and the repeal of 
the measure for the nationalisation of the iron and steel industry 
if it should have reached the statute book. 

Each party would keep its organisation and its independence 
otherwise intact, and would be free to follow its own course after 
the second election. The preparation of the P.R. Bill could begin 
as soon as the agreement was reached. Both parties would gain, 
and the country would gain. All this, of course, on the assump- 
tion that the Conservatives and Liberals were successful at the 
first election. 

Viscount Cecil and Mr L. S. Amery are Vice-Presidents of the 
Proportional Representation, and Mr Churchill is a fellow 
traveller—Yours faithfully, 


P. F. SOMERVILLE 
44 Gunterstone Road, W.14 


Reforming Budget Accounts 


Sir,—It has been said of the British Budget that it is prepared 
on the “ penny notebook ” principle, incomings on one side of the 
page and outgoings on the other. It does not, of course, work out 
80 simply as that, because, as your article of January Ist points 
out, the accounts do not give a true record of the cash receipts 
and payments. 
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the Editor 


The essential change required is a form of budget which will 
draw a clearcut distinction between ordinary current expenditure 
and capital expenditure. One possibility is the adoption of the 
“Double Budget” system, an innovation first introduced in 
Sweden. But Sweden is not the only precedent; the budgetary 
practice of the Central and Provincial Indian Governments is 
based on the same principle. The expenditure side of the budget 
is divided into two parts, firstly expenditure financed out of 
revenue and secondly expenditure outside the revenue accounts, 
mainly capital expenditure financed by loans. Capital expenditure 
is again subdivided into (a) productive expenditure for such pur- 
poses as irrigation or hydro-electric schemes which are expected to 
yield a net return on the investment, and (b) unproductive 
expenditure on hospitals, schools, etc., which make no cash return, 
though they may yield a social dividend. Some part of the capital 
expenditure, especially minor items, can usually be financed out 
of revenue. If borrowing is necessary, interest and sinking fund 
charges are debitable to the ordinary budget.—Yours faithfully, 

“ Larchfield,’ Churt, Surrey GEOFFREY BRACKEN 


Party Politics in Italy 


Sir,—In your issue of December 11th there is a Note on 
“Party Politics in Italy” wherein you allude to “the pitiful 
state of the peasants.” 

Does this generalisation conform to your customary standard 
of accuracy? Certainly in Tuscany and generally speaking in 
northern Italy the condition of the peasants is anything but 
pitiable. Only lately when visiting a large estate I was told that 
the income of the peasants averaged over a million lire a year 
on which they paid virtually no taxes. 

The high prices for agricultural produce and, previous to that, 
the black market have contributed to this prosperity. An indica- 
tion of how little they have had to complain about can be found 
in a recent strike which has just been settled to the discomfiture 
of the Communists. The economic differences were trifling. 
Behind it was the fight for power between the Communist 
Chambers of Labour and the Christian Democrats.—Yours 


faithfully, Lewis EINSTEIN 
Grand Hotel, Florence 


Cement and Amenity 


Sir,—Not many weeks ago you referred to the acute shortage 
of cement. Several schemes for increasing production were held 
up by the Government. 

One of these schemes was the extension to the British Portland 
Cement Company’s Hope Valley Works which has: now been 
approved with certain consequences which may be of interest to 
your readers. 

A factory chimney 400 feet high will tower above the Norman 
keep of Peveril Castle, which is known, by name at least, to most 
Englishmen. In the valley below the castle a thousand acres of 
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ihe best farm land will gradually be excavated up to twenty feet 
deep and left pitted and useless for ever. The Hope Valley is 
the central and a popular part of the proposed Peak District 
National Park. It is also a countryside of dramatic beauty, much 
loved and used by the industrial populations of the North Mid- 
lands, in particular those of Sheffield and Manchester. 

With the exception of the chimney, which will be erected early, 
the scheme will unfold gradually over the next 117 years. There 
is therefore no opposition from the farmers of the Valley, except 
those under immediate notice to quit, because the passage of this 
1t7 years and its effect have the appearance of remoteness. The 
clay pits and the limestone quarry will be screened from distant 
views by trees and by the leaving of certain natural barriers. 


Books and 


Trial by Toy nbee 


“ Civilization on Trial.” By Arnold J, Toynbee. 
University Press. 263 pages. I2s. 6d. 


Oxford 


Tus book is a collection of essays, and such a collection, if 
not meant to be read simply as belles lettres, depends for its unity 
on the theme set by the initial essay. Professor Toynbee’s 
introductory piece is entitled “ My View of History ” and is a brief 
intellectual autobiography. Having achieved the astonishing 
success of rivalling Frank Sinatra as a target for autograph-hunters 
in the United States, he can afford a strongly personal note in his 
exposition, and indeed his personal experience—which is basically 
the experience of his generation—provides a key to the under- 
standing of his historical thought. The recurring theme is the 
contrast between the comfort, security and optimism of the English 
liberal world in which the author grew up and the grim age in 
which he has lived his more recent years. 

In “ My View of History ” he describes how, reading Thucydides 
in 1914, he was suddenly illuminated by the perception that 
he “had run into that historical crisis that had inspired him to 
write his work,” and how in 1920 Professor Namier placed in his 
hands Spengler’s Untergang des Abendlandes. He expresses his 
view in his usual striking idiom by saying that modern Englishmen 
and Americans have had the idea that they had “got out of 
history,” by which he means that they have thought themselves 
immune from the ordeals and catastrophes which have over- 
whelmed other nations and civilisations in the past. History, 
however, has pulled them back into its perilous flux, and one 
cannot help feeling that Professor Toynbee derives a certain 
satisfaction from the discomfiture of the prophets of easy progress. 

He himself is more at home in the role of Jeremiah. Unlike 
the relenticss Spengler, he allows’ our civilisation a way out from 
its crisis, but it is only an outside. chance, for he maintains that 
all other civilisations which have existed—of which he counts 
about twenty—have broken down and are either dead or moribund. 
It is, of course, the crux of Professor Toynbee’s general historical 
theory whether we should think of civilisation as a number of 
separate systems which can be detached from their temporal order 
and studied “ contemporaneously ” ; or as a. growth which, however 
great its diversity and however serious its setbacks and inter- 
ruptions, had comtinuously developed accumulating experience 
and knowledge from its earliest beginnings. But even if we accept 
Professor Toynbee’s list of repeated demises of civilisation, we 
ought not to ‘be too downcast. A London waiter, who recently 
won a considerable sum of money by betting on Truman at 
twenty to one, was asked how it was he had been so much wiser 
than the political experts, and replied simply: “I just couldn’t 
resist the odds.” 


Balkan Dilemma . 


“Truce in the Balkans.” By Elisabeth Barker. 
Marshall. 256 pages. 10s. 6d. 


Miss BARKER is an experienced observer, both direct and 
indirect, of the Balkans. The present book is based on eighteen 
months spent in 1945-46 in Bulgaria, Rumania, Greece and 
Trieste. Its value is greatly increased by the author’s background 
knowledge, acquired before and during the war. In fact, its main 
defect is the scrupulousness with which Miss. Barker has confined 
herself to things personally seen and heard. One regrets that she 
has avoided generalisations which would have made clearer to the 
inexpert reader the pattern of sovietisaiion. 


Percival 
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Thus the death throes of the Valley and its eventual corpse will 
be hidden delicately from the distant view. This provides : the 
local councillors, anxious to ensure lucrative employment in the 
valley during their lifetime, with sufficient excuse to support the 
proposed extension. , 

In this manner the Government, supported by the local 
authorities and by the local inhabitants, are going to spend outright 
a large part of a highly important National Park, an_ historic 
castle and 1,000 acres of good farmland for a return of 575,000 
tons of cement per annum terminating in 117 years. I wonder 
if that appears to you to be a good or a bad bargain ?—Yours 
faithfully, GERALD HAYTHORNTHWAITE 

Endcliffe Vale House, Sheffield, 10 


Publications 


The seizure of power by the Communists in Bulgaria and 
Rumania, and the suppression by British troops of the Com- 
munist resistance forces in Greece, are described with a heroic 
attempt at impartiality. There are interesting chapters on ‘the 
relations of the British and American missions with the Soviet 
military authorities in Rumania and Bulgaria, and on the aims 
and prospects of the economic plans in both countries. . The 
chapters on Trieste help to explain the complexities of that unfor- 
tunate city, and bring to life the problems of Anglo-Saxon 
administrators in what the author calls “a tiny political hothouse 
where exotic miniature plants sprouted and shot up.” 

Miss Barker’s conclusions are sober and bleak. The. new 
regimes in Rumania and Bulgaria are unpopular, but they have 
taken effective steps to make discontent harmless. A generation 
will pass before there are enough technicians and administrators 
to run the economic and political machines efficiently. The 
national economic plans cannot be realised within the short. time- 
limits set. Russia will not be able to give much help, and will not 
sacrifice her own economic interests for their benefit. The author 
believes that “ unrelenting Communist pressure inside and oytside 
Greece will make it impossible for any moderate, energetic and 
progressive forces to take power and carve out a prosperous 
middle way.” The border areas on the wesiern side of the line 
“will not achieve economic stability and discipline,” and will 
prove a constant drain on American resources. If the Americans 
“relax their efforts, they will give the eastern forces their chance. 
The east-west dividing line across Europe is more likely to shift 
westwards than eastwards.” Drawing up a balance of the merits 
and defects of the regimes sponsored by the Soviets and by the 
Anglo-Saxons in these regions, the author can only conclude that 
“as long as the border lands are an area of conflict and tension, 
on neither side of the border will it be possible to live the life of 
a real human being.” 


Town and Country Planning 


“ ‘Town and Country Planning.” By M. P. Fogarty. Hutchinson's 
University Library. 221 pages. 7s. 6d. 


THIS is an auspicious and awkward time-for the production of 
this textbook—auspicious because the Ministry of Town and 
Country Planning, with the aid of the Town and Country Planning 
Act.of 1947, is at last becoming a force in the land, but awkward 
because important changes are occurring even while the book 
goes through the press. On the whole, Mr Fogarty has assimilated 
the 1947 Act into his text very well. His criticism of the Act’s 
financial provisions—he prefers the Uthwatt solution of the com- 
pensation and betterment tangle—is lucid and sensible, though 
made without the opportunity to see the Central Land Board at 
work. Occasionally, also, his optimism smacks of the pre-Act 
era before experience had shown the difficulties. 


Generally, however, Mr Fogarty is far from siding with those 
who believe that planning makes perfect. He believes the present 
administrative machinery to be cumbrous and liable to dampen 
what is best in private enterprise. Part of the. solution might be 
found in preferring bulkier byelaws to “brighter bureaucrats ”} 
but the main thing is to make public control less arbitrary and 
diffused, more limited and specific. One of the author’s pet 
recipes is to make the local planning authorities more the masters 
in their own houses, and less subject to the sudden incursions of 
numerous Government departments. In particular, he abominates 
the tight and secretive hold of the Board of Trade on oe 
to do with the location of industry, to the exclusion of loc 
initiative and local planning. 
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The theme of this book is not the architectural and engineering 
aspecis of physical planning, the spectacular side which is often 
displayed, but its social and economic aims and limitations, which 
greaily need attenuon and which are treated here in a general and 
readable manner. Possibly the limitations—over bringing work 
to the workers, for instance—are sometimes undisplayed. But 
ihe book is refreshingly honest about both the difficulties. of 
planning and the lack of agreement as to the values which should 
guide it. There are some wise words, too, on the unsolved 
riddle of the town-planner’s training—how is he to operate in 
seven or eight specialised fields without being either too narrow 
or else too shallow ? 


Feet on the Ground 


“Feet on the Ground.” <A Study of Western Union. The Labour 
Party. 25 pages. 6d. 

THE sub-title of this Labour Party pamphlet should be “ —and 
Heads in the Air.” For it is as full of aspirations and undefined 
terms as most things that have been written on this subject. The 
auibor is, in fact, only realistic about matters on which it is 
fashionable to be realistic—about the possibility that the 
Commonwealth is more valuable to Britain than a Western Union 
ever could be ; about the need to organise security against Russia ; 
about the part played by fear in drawing the western Govern- 
ments together ; and about the “ decisive contribution” made to 
the whole movement by this country. 

The author—or perhaps the committee which seems here and 
there to have written in its views--is definitely not realistic when 
he puts the need to be independent economically of America on a 
par with the need to be a match for Russia in politics and defence ; 
or when he dismisses defence problems in less than a page; or 
when he suggests that the German problem will be solved by all 
the western Governments accepting international control of great 
industries. A little closer scrutiny would have shown how, in 
beth the political and economic developments of western co- 
operation, the difficulties posed by military needs are basic. What 
is more, it is in this sphere that statesmen run most quickly 
into the questions which most of them prefer—for very good 
reasons—to evade: the questions of sovereignty and authority 
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involved in the pooling of ferces and equipment, in the levelling 
up of conscriptien periods, in the decisions about how far strategic 
dispositions shall be dictated by national pride and prejudices. 
In fact, it can be said that the obstacles to a real Western Union 
are more clearly seen in the defence committees of the Brussels 
Treaty Powers than in the economic committees of the 19 nations 
of ERP. The belief that economics are really more important 
than politics dominates the arrangement and some of the thought 
of this pamphlet; and it is really time Labour Party writers 
stopped blushing and clearing their throats when they come to 
military matters. 

This said, it remains to give high praise to a clear, compre- 
hensive and very fair-minded analysis of what that confused surge 
of aspiration and policy called Western Union has so far been. 
Wiih a few exceptions, it is in the best British empirical tradition, 
and quite free from those brilliant intuitions based on false 
premises which often distinguish French and American writing 
on the subject. It is the best short introduction to the subject 
available, and covers most things that are important in its 
24 pages. 

The author has been criticised for arguing that international 
planning without effective national planning is not likely to come 
to much. He is of course right, and he takes care to point out 
that Western Union cannot be just a conspiracy for getting Labour 
Governments in power all over western Europe. Where he is 
wrong is in some of his sweeping allegations about post-war 
inflation resulting from the failure of free enterprise to produce 
the goods. The main cause of Europe’s present predicament is 
Hitler’s war, and it should be said again and again. 

From a table at the end two curious facts emerge—significant, 
not generally known, and not brought into prominence in the 
text: first, that in the democratic countries of the west taking 
part in ERP an average of 66 per cent of the electors voted anti- 
Socialist in the last elections ; second, that eight out of the seven- 
teen countries are constitutional monarchies. These are the kind 
of facts which are making Mr Bevin keep his feet on the ground 
and which make it impossible for him to say in clear and final 
words what he thinks Western Union may become. Even this 
pamphlet makes the common mistake of confusing “ Western 
Union ”—which is a movement—with “a Western Union ” which 
might one day be a fact. 
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Europe’s Economic Task 


LEADING article earlier in this issue fastens attention on 
. the hard core of Europe’s economic probiem four years 
from now—the likelihood, given the best assumptions about 
recovery and trade, of a chronic and persistent dollar shortage. 
That is the dominant conclusion of the interim report of the 
Organisation for European Economic Co-operation which draws 
together the recovery programmes of the nineteen participants, 
subjects them to shrewd analysis, and offers its conclusions for 
the consideration of the Economic Co-operation Administration 
in Washington. The report is not a ready-made solution of the 
problem of European recovery and economic independence. 
It is not even an apologia for nineteen countries which are now 
counting on the second instalment of aid. Least of all is it a 
“master plan” in which each part fits snugly into a predeter- 
mined whole. Its value lies in the frank discussion of the four 
separate aspects of the recovery of western Europe—the expan- 
sion of production ; the ability of western Europe in future to 
pay its way with the outside world ; the scope for increasing its 
own internal trade ; and the use of its resources in the best way. 
These themes form the central chapters in the report ; they 
are so objectively handled that the report deserves to rank as 
one of the most important economic texts of this generation. 


Problems of Production 


It would be a mistake, however, to accept the broad conclu- 
sion of the report without considering the analytical steps by 
which it is reached. The first question is: What can Europe 
produce by 1952-53 ? The national plans together anticipate an 
increase in industrial output in the next four years of about 
25 per cent. Whether the individual programmes are properly 
coherent is a separate question which OEEC has under examina- 
tion. The programmes are summarised below: — 


INDUSTRIAL PRODUCTION, PARTICIPATING COUNTRIES 





(1935-38= 100) 

1967} 1948-49 | 1949-50 | 1982-53 
Coal ion st sande’ coe tpeqcsane oe Dé sae F BO 91 97 lll 
EiecQMMNGctGGcc.s .s4he, ciskhdens- | - 248 166 1 | 2 
Crude off throughpal ..........-.--. 98 174 | 2s 480 
Raw SOG piece sce~csbbweepa>co+ses ; 69 i 102 | 115 129* 
Finished steel... 5...2..+0+0--00+-00> i eS } cme | 121 140* 
Aluminium eT aLE rea RTS Pee 89 1 16 M41 210 
Nitregenous fertilisers............... 113 149 i 117 259 
NRG tains as inngles 25m bennbbteeens 96 129 16 | 176 
Poe ates oo sine odd secs petasone & 101 1% i 14 i 195 
Textiles (fibre consumption) ......... 84 j 9 108 | 122 
Machine: 20006 . i. cnc ebisic oe oor or 75 i 85 105 { is9 
Equipment, including machine tools. . _ 115 } 125 145 
Commercial Motors... .....2.-000-0 108 152 : 155 180 
Prive GBR BN ea in bol 49 67 A. ] 116 

* Omitting the Bizone: raw steel, 158, finished, 171. 


The report comments on the component parts of this pro- 
gramme in some detail. It has some reservations about the 
expanded consumption of imported oil to save coal. The 
consequences of failure to meet the electric power target would 
be serious, though the target itself assumes that part of the non- 
industrial demand will not in any case be met. Steel poses the 
problems of raw materials supplies—the participating countries 
expect to increase their output of rich iron ore by one-third 
by 1952-53, though this may still be insufficient—and of 
“balance,” for the programmes put much greater emphasis on 
a rapid increase in the output of flat rolled products than of 
other types of finished steel. There should be enough, but only 
just enough, coke. 


In its dependence on an expansion of the metal using trades, 
the European plan is the British plan writ large. By 1952-53, 
the participating countries expect to be using 16 per cent 
more steel, 197 per cent more aluminium, 58 per cent more 
copper, 31 per cent more zinc, and about the same quantity of 
lead, compared with their consumption in 1935-33. The 
estimates for textiles are hopeful, for although “ overgenerous” 
provision has been made for re-equipment, difficulties are to 
be expected in obtaining certain raw materials and in selling 
the volume of exports which is contemplated in the national 
programmes. 

For agriculture, the rate of expansion suggested by the plans 
is much lower than for industrial output; although aa 
increase of between 25 and 40 per cent in farm production is 
expected compared with 1948-49—itself a year cf good harvests 
—the increase compared with prewar would be no higher 
than 15 per cent, about half the rate expected for industry. 


AGRICULTURAL OUTPUT 
(1935-38 = 100) 


; 
; 


1947-48 = 1948-49 | 1949-50 | 1962-53 
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This increase, if achieved, will be no more than sufficient 
to feed a population which itself will have risen by 10 per cent. 
France, however, expects to increase its agricultural output by 25 
per cent compared with the prewar level. This expectation is 
indeed fundamental to the notion of European self-help ; for on 
it depends an export surplus of 1,500,000 tons of wheat, 
120,000 tons of meat, and a saving of $200 million. To quote 
the report: 


Its success depends on mechanisation, the availability of 
manpower, a very substantial increase in the use of fertilisers, 
and the adoption of modern agricultural techniques by a large 
agricultural population composed largely of small farmers. 

The programmes for industry and agriculture are ambitious. 
Are they technically possible? They postulate an annual 
increase in output of 7 per cent—a rate not without precedent, 
but more than double the average increase in normal times. 
Supplies of raw materials (leaving aside the question of paying 
for them) should be sufficient to support the programmes; man- 
power will suffice but there will be none to spare except in Italy 
and western Germany; there is some spare capacity (for instance 
in steel finishing), but in most sectors considerable new invest- 
ment will be required, and the programmes which have been 
submitted have not been analysed and co-ordinated by OEEC to 
get the most effective use of Europe’s resources. On the increase 


in productivity required to fulfil the national programmes, the 
comment is coldly realistic: 


The achievement of the national programmes is conditional 
on an increase of some 15 per cent in output per man hour 
during the next four years. This is a bold assumption. Yet 
no other assumption is more important... . Whether it cana 
be fully effected in the pericd of three and a half years is 
however doubtful, and therefore no effort should be spared to 
secure as great an increase as possible. 
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The report notes, however, that longer hours and a redistribution 
of labour from the service industries would serve the same end. 
The broad conclusion is that the targets are technically feasible; 
whether they are consistent one with another, and whether they 
could be achieved within three and a half years remains doubtful. 
And even though the programmes as a whole may be optimistic, 
some of the objectives seem to be inadequate. 


Europe’s Balance of Payments 


The next stage of the enquiry is the balance of Europe’s pay- 
ments with the outside world. It is a chapter from which grave 
conclusions emerge. In the current year, the participating 
countries are earning overseas only enough te pay for half of 
their imports. By 1952-53, they are hopeful enough to be able 
10 pay for 94 per cent of their imports. At present prices, 
the import programmes for 1952-53 would cost $12.8 
billion of which food would account for 38 per cent, raw 
materials and fuel §§ per cent and manufactures less than 
7 per cent. This broad distribution seems reasonable enough. 
But it depends upon a marked increase in supplies from the 
sterling area and South America, and a marked reduction in 
imports from North and Central America. The increase in 
sterling area supphes is from $2 billion in 1947 to $3.3 billion 
in 1952-53, a rise of 6§ percent. The report does well to doubt 
whether increases in primary materials and food will be forth- 
coming on this scale unless special measures are taken to stimu- 
late supplies. Wool may fall short by $300 million, non-ferrous 
metals by $100 million and cotton by $30 million. A fourfold 
increase in timber supplies from eastern Europe and a doubling 
of imports from the Middle and Far East again seem remote. 
In short, the import programmes appear to cast their expecta- 
tons about future supplies from the non-dollar world much too 
high, and the total over-estimate is put at $1 billion. The task 
of replacing dollar imports from other sources of supply will be 
far more difficult than the national planners, working independ- 
ently of each other, have opumistically supposed. 

The OEEC ccuntries as a whole expect to be able to imcrease 
ibear exports in the next four years to about 133 per cent of the 
volume recorded in 1938. Britain is well on this road, but 
other European countries are still far betind: 


VOLUME OF EXPORTS TO NON-PARTICIPATING COUNTRIES 


(1938 = 100) 
1947 1948-49 | 1949-50 | 1952-53 
Benelux .....0. 00.020. pagmiondean- Parr 6. <| of | 12 
eRe 5 ia cs Adon PAs Seb eemmetate 65 73—| % | 145 
Italy cee eee er rower eres cess reese i A } 72 } Be } 1H 
MONET. 2 < ss anon ester taresctien ts ' 8s | of =. oe 
United Kingdom .....0..ceecceeveee } 102 116 12% 6| 146 
Pree, GREET . 5.000ndbs ack <ebaee 3 8 22 126 
AN OEEC countries .......0.eee0e- 68 78 92 133 


Although 1938 was a year of indifferent economic activity, these 
mcreases in exports are truly formidable. Nearly 40 per cent 


69 


of the total is to be represented by metal products, r7 pet.cent by 
textiles, a large element by miscellaneous manufactures, and 10 
per cent by agricultural products. The task of marketing these 
exports is neatly summarised in the report: if the world market 
remains unchanged, Europe’s share will have to rise from less 
than two-fifths to over three-fifths ; if its share remained the 
same, the market would have to increase by two-thirds. Again, 
the programmes show a great dependence on a final spurt after 
1950, although delayed recovery means that markets are still 
being lost. The national programmes hopefully suggest total 
exports (at present prices) of $10.6 billion, compared with $6.2 
bilhon for 1948-49. The anticipated import-export pattern is 
shown below : 


Import—Export PATIERN 
($ billion, at 1948-49 Prices) 


¥952-53 


} 1947 1948-49} 

Destination et re renters teeter cmemen 

| Imports , Exports | Imports Exports { Imports Exports 
Necth and Central America..... f 7:3 1-05 5-7 1 1-251 3:8 2-1 
South Ameer... 66s bis re Po -EFoh  OY KPRP  eST a SO 
DAE SB. ns deorateec even 20 | 20 29 2-3.:4.,..3°3 4 3h 
RITE WOE is 0s se oe Se oo 1° UTS 2+] ert) 22 2-0 
Other COUMITIES «2... 6.eceeeee. | O°6 0-85 | . 24 i-4 
Bemeis. inact os 12-5 | 6-4 | Isa | 6-2-4 6 


The report is sceptical about the increase in exports to the 
sterling area. As for South America, the projected increase in 
sales implies capturing one-half of the United States market in 
South America—a feat which is gently described as “ improba- 
ble.” The United States’ imports should be well in excess of 
the low level of 1938 ; but American imports are unlikely to 
regain their prewar relationship with national income. In any 
event, imports from western Europe have not yet recovered even 
to the low level of 1938. Yet the market is there to be won—the 
report suggests that European exports should compete success- 
fully “ in the many branches of industry where American pro- 
ductivity exceeds European by only, say, 50 to 100 per cent.” 
But a great jncrease in Europe’s competitivé power will be 
needed to achieve these exports. 

Even granted a radical change in the policies of the partici- 
pating countries, it would be impossible to achieve the export 
forecasts without an adverse effect on the terms of trade. The 
assumption that, under such conditions, export earnings for the 
nineteen countries could exceed $9}-10 billion by 1952-53 
would be imprudent. Invisible earnings, important indeed 
to western Europe, are even more difficult to estimate 
accurately. The participants hope to earn $1.2 billion in 
1952-53, mainly from the ‘sterling area, but there are many 
uncertainties. To construct a total balance of payments from 
figures subject to such a wide possibility of error is statistically 
hazardous. The importance of the estimates given in the report 
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is not that they are reliab!e, or even that their margin of error 
can be defined. ft is merely that, on any alternative system of 
assumptions which might be made in attempting a quantitative 
measurement of the deficit in 1952-53, the results would point 
in the same direction. In sum, the national programmes put 
imports at $12.8 billion, exports at $19.6 billion, and net 
invisible earnings at $1.4 billion. The deficit on these estimates 
would thus be $800 million. But these figures, as the report 
shows, must be realistically revised. Exports would do well to 
reach $8.5 billion, and net invisibles $1.3 billion. Western 
Europe would then be able to afford only $9.8 billion of imports, 
instead of hoped-for $12.8 billion. Even given drastic changes 
in trade policy, western Europe would be unable to buy more 
than 85-90 per cent of the imports included in the national! 
programmes. The biggest efforts will not remove the deficit ; 
they will only reduce its magnitude. 

The broad strategy of the solution is clear: new sources of 
supply must be developed; earnings from exports and services 
must be increased; and measures to save imports must be 
encouraged. In detail this means careful re-examination of the 
investment programmes; an accelerated export effort; the 
greater development of primary and agricultural production; 
doubts about the proposed expansion of petroleum imports to a 
level 120 per cent higher than before the war and about the 
participants’ ability to pay for $2.8 billion of textile materials in 
1952-53. The conclusion of the repcxt could hardly be 
bettered. 

If action is delayed the ultimate effects may be disastrous for 
the European economy, It may be difficult to say in advance 
how far European exports should in the end be increased, and 
how far imports reduced, but it is certain that any action taken 
during the next six or twelve months in expanding exports 
and reducing unnecessary dependence on imports will not be 
too much, 


Self-help in European Trade 

Chapter five of the report surveys the possibilities of European 
self-help through expanded internal trade. This is most difficult 
ground, not least statistically. The national progtammes, drawn 
up in isolation, show that the non-sterling participants expec 
to sell $400 million more goods to each other than they intend 
to buy from each other—a discrepancy which is puf at 74 per 
cent of the total imports envisaged in the plans. Particularly in 
textiles, the expectations of the exporters are widely at variance 
with the importers’ estimates of the probable market. The 
exporters and importers are the same countries, but the gap ts 
not merely a matter capable of statistical adjustment. Benelux 
and the Bizone are planning a large surplus with the other non- 
sterling participants, representing 18 and 25 per cent, respec- 
tively of their trade. A statistical impression of the balances of 
payments of the participating countrics in 1952-53 is given 
below : 


Current Payments or Participants, 1952-53 
($ Million) 


| Non Sterling Sterliay | Western | Rest of ' Tota! 
i Participants Area Hemisphere} World | _— 
} i 


; 
i } 


' ; * -" | 
eT 


i 4 237 + ae] _ wo | + 
Biron: .- | 4 248 - 4 - 222 i; + ats) _ T2 
All non-stertiag par- | j 
ticipants . ve 1. ee ate OO ee ed ee 2 
United Kingdom. .. | ine — 291 — 1” + 4235 
All sterling partict- | 
ES: sin _- Wt —- 90] + 44 
' ; 
Total participanis.. , eee jos -— lLwi- 79 + 35 
i 
* Indludes Teeland and Ireland. 


Relations between the sterling area and the other participants 
look tidier on paper, but the figures reveal important discrepan- 
cies still to be resolved. The non-sterling participants expect to 
earn a surplus of $84 million with the sterlieg area in 1952-53— 
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in marked contrast to their expected deficit of $500 millioa for 
the current year. This anticipated surplus is composed of a 
surplus of $214 million with the United Kingdom and its depea- 
dents overseas, and a deficit of $130 million with the Common. 
wealth. The sterling area countries’ estimates do not seriously 
differ in total with the estimates put forward by the non-sterliag 
countries. Burt there are significant differences of view about 
how the broad balance will be achieved. The United Kingdom 
programme does not envisage a deficit with the non-stecling 
countries ; it presupposes instead that the latter will earn a 
surplus with the British colonial countries, from which they will 
be able to cover their deficit with the Commonweaith countries. 

The prewar pattern by which western Europe had a curreat 
surplus with Britain has gone; and to base any estimates on the 
assumption that a surplus with the United Kingdom, if earned 
in 1952-53. would be available for conversion into dollars ts 
hardly realistic. But at least the rough coincidence of the esti- 
mates of the sterling and non-sterling parties—apart from the 
differences in its internal composition—does remove the sting 
from any suggestion that British policy is aimed at making 
sterling into a hard currency. It will, indeed, be hard enough 
for discomfort in the next year or two, merely on account of the 
very size of western Europe’s requirements from the sterling 
area. 

What is the scope for increased intra-European trade ? The 
participants should be self-sufficient for coal and steel, for mast of 
their machinery, and if the agricultural programmes are realised, 
for a much larger volume of food than the national programmes 
contemplated. There may, the report tentatively suggests, be 
scope for greater specialisation of industrial output, with a high 
level of trade between participating countries to match. But 
the traditional pattern of European trade in less essential goods 
is fully recognised. To change the character of production 
which lies behind this trade pattern may impose grave strains, 
particularly if the changes were attempted hastily. A waste of 
European resources merely because of reluctance to change the 
pattern of consumption (this is the argument about “ serious ” 
and “ frivolous ” cheese) would be unpardonable. Moreover the 
less essential goods have an important dollar market; and indeed 
they are goods from which all the participants seek an important 
contribution to their balance of payments with each other and 
with the outside world. These are fair conclusions, and the 
balance between them must be resolved very soon. 


Investment and Inflation 

There remains the fourth broad head of disoussion—the divi- 
sion of western Europe’s resources betwecu consumption and 
investment. The first problem is to get a rough measure of 
the increase in the gross national products of the participants. 
All are expecting an important increase; France puts the 
increase in 1952-53 compared with 1938 at 28 per cent, Britain 
at 15 per cent, and the average increase for all countries seems to 
be 20 per cent compared with 1938, and 35 per cent compared 
with 1947. These estimates assume that a very high level of pro- 
duction can be maintained and that the pattern of employment 
set Out in the national programmes is practicable—an assumption 
“by mo means obviously true.” To this increase—whatever 
it may prove to be—there musi be applied a correction for net 
imports. A discount for optimism about output and imports 
Suggests that the gross national product of the participants in 
1952-53 will mot exceed that of 1938 by more than 10 to 15 
per cent. But although the total gross product is likely to 
show only a moderate increase, and although there will be 
more mouths to feed, the need for new investment, particularly 
on the industrial side, will remain clamant. Indeed, the total 
claims for investment greatly exceed the resources which are at 
all likely to be available. Hence the need for economy and wise 
selection is paramount. How high can the share of investment 
be raised without inviting inflation ? The following table gives 
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a summary of what the participants intend to devote to 
investment : — 
EsTimATED PROPORTION OF NaTIONAL Propuct To BE DEVOTED 





Per Cent | | Pe Cent 
GAS cares v2 bitch ves ese 14 MY, ccicaedadis +o. ks 3 12 
Deki. cones scene iegiev aa 19 MONON ieee dake < von done fo <0 26 
Dedtnathes es. 0s cvewwrewews res 20 United Kingdom............ 20 
France eoccaeweosvecces eras see 20 eee ee ee ee 23 
SS  Orereree 19 PUGRCR. WOODS << cade ocvuss ss | ” 


While American aid proceeds, the investment programmes 
will be covered to a major extent by the free imports which it 
provides. But this assistance will be steadily reduced, and 
the burden of self-finance of investment will rapidly increase. 
Even today, many countries admit the need to cover the gap 
between corporate and private savings and investment 
expenditure by a budget surplus. The dangers of this policy 
are underlined ; taxation may absorb incomes which would 
otherwise have been saved and not spent ; it may reduce incen- 
tive; and it may affect wages and salaries. If Government 
expenditure cannot be compressed, increased investment can 
only be made at the expense of consumption, and large inroads 
on consumption may not be socially or politically tolerable. 
“Tt is necessary to work out a very fine~balance between failure, 
on the one hand, to make the fullest use of resources and the 
perils of inflation on the other.” But the central argument that 
budgets must be balanced is undeniable. Repression of inflation 
cannot be achieved by the mere multiplication of specific controls 
on prices and the use of particular resources in the face of an 


71 
inappropriate fiscal policy. It may, indeed, “be better to 
proceed in an orderly fashion with a limited investment pro- 
gramme, than to see a larger planned programme frustrated and 
delayed because inflation prevents adequate resources from 
becoming available.” This lesson Britain has learned, though 
some would like to forget it. To apply it to all the countries 
of western Europe will be immeasurably more difficult. 


To estimate the level of consumption in western Europe in 
1952-53 is full of difficulty, and the results in any case show wide 
variations from country to country. The statistics suggest 
the average level, now 20 per cent below that of 1938, might 
be raised close to the prewar level. A more realistic approach 
suggests that an increase of 5 to 10 per cent compared with 
1948 represents about the limit of what would be consistent 
with economic independence ; and even that assumes that all 
the policies outlined earlier are fulfilled. Here, more than else- 
where, estimates have to be based on informed guesswork. But 
they are sufficient to show that the effort required to achieve 
independence will not be matched by high material rewards. 
It is the avoidance of disaster, rather than great positive gain, 
which is at stake. Let the concluding paragraph of the report 
speak for itself : 


“The effort required is very great, the sacrifices necessary te 
construct a joint European recovery programme will be many. 
The recovery of western Europe since the war has also been 
considerable, but the distance left to go is longer than the road 
already covered. The effort called for is a severe challenge, but 
a challenge to which the peoples of western Europe must 
respond.” 


Business Notes 


The Shrinking Surplus 


At first glance, the Exchequer Return for the first nine 
months of this fiscal year may seem to belie the fears that a 
large part of the surplus on which the Chancellor counted for 
his disinflationary effort has already disappeared. This time, 
however, it is particularly unwise to take the figures at face value ; 
there are grounds for expecting the results for the full year to 
be less favourable than the current returns suggest. Revenue 
so far has been buovant. For the year as a whole, the Chancellor 
envisaged a decline of nearly £80 million from the actual receipts 
of 1947-48, whereas in the first nine months there has been a gain 
of £20 million; and the period of maximum revenue collection 
is only just beginning. Moreover, the revenue at this date last 
year certainly included much larger nominal or special receipts 
than have been credited this year. Allowing for this difference, 
a rough calculation suggests that, if as large a proportion of the 
year’s revenue is collected in the final quarter as in 1947-48, the 
estimate might be exceeded by at least £100 million and perhaps 
by as much as £150 million. It should be emphasised, however, 
that such mechanical assumptions as these are particularly 
unreliable in present conditions. The Chancellor, in his survey 
a few months ago, would not commit himself to any more 
optimistic forecast than that there was no reason to suppose that 
the revenue estimates would not be realised. 

Somewhat unexpectedly, the least promising of the main 
revenue-producers is income tax. Expected to rise by £120 
million in the full year, it has so far risen by £37 million ; and 
a strictly proportional calculation on the basis of last year’s 
experience would indicete a shortfall of some £40 million. On the 
other hand, excise receipts, which were expected to rise by £97 
million, have already gained £108 million ; and customs, expected 
to mse by £29 million, have risen by £36 million. If there is any 
shortfall in income tax, it will be much more than made good by 
these two items. Similarly, surtax, death duties, and stamps, 
cach of which was expected to decline, have all risen appreciably. 
EPT and Profits Tax, taken together, were estimated at £39 
million less than in 1947-48; so far, they have dropped by only 
£7,000,000. On the other hand, receipts from trading services, 
expected to yield £57 million in the year (a decline of £44 million) 
ave to date provided a mere £5,000,000. Miscellaneous receipts, 
athough including some £46 million from the settlement of war- 





time transactions with India, have fallen by £84 million ; but for 
the year they were expected to fall by £174 million. Sales of 
surplus stores seem to be running well above estimate; at 
£92 million, they have fallen by £42 million, whereas the budgeted 
fall was £95 million. 


e & * 


Rising Expenditure 


If the revenue figures, taken as a whole, are fairly heartening. 
this is certainly not true of the trend of expenditure, There have 
been some further savings on the cost of the national debt, but 
whereas supply services were expected to decline by £210 million. 
their total to date, at £1,790 million, is actually £9,000,000 more 
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than that for the similar period of 1947-48. It should be observed, 
however, that the budgeted fall was almost wholly due to the 
accidertt that the advance payment of £100 million to Argentina, 
most of which was properly attributable to the current year, was 
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actually made at the end of 1947-48—thus inflating that year’s 
expenditure and deflating this year’s. If, after allowing for this 
it could be assumed that the proportion of the year’s total 
expenditure which falls in the present quarter would be no bigger 
than the similar proportion for 1947-48, the total outgoings would 
not surpass estimate by more than £100 million or so. On this 
basis, there would be a chance that excess expenditure “ above 
the line ” would be covered by excess revenue. Unfortunately, 
such an assumption would be unrealistic. It is generally known 
that large supplementary estimates are pending ; and it is also 
apparent from analysis of Government borrowings from the 
banking system that expenditure already incurred must have been 
appreciably larger than the published figures yet reveal. 

For these nine months the return shows an above-line surplus 
of £272.5 million, compared with the original budget estimate 
of £789 million for the full year. The true surplus, even for the 
above-line items, is, however, certainly a good deal less than this— 
partly because of the inclusion of special credits such as those 
from India. Below-line expenditure converts the published above- 
line surplus for the nine months into a net deficit of the order of 
{100 million; but the outgoings below the line seem to have 
been running much closer to estimate than “ ordinary ” expendi- 
ture has done. The Chancellor estimated that net expenditure 
for war damage, postwar credits, EPT refunds, loans ‘to local 
authorities and Exchequer advances for capital development would 
fall in the full year from £692 million to £473 million. In these 
nine months, this block of expenditure has absorbed £359 million 
net, compared with £505 million in the corresponding period of 
last year, which suggests that the Chancellor’s estimate for the 
year should not be largely exceeded. 


* * * 


Australia’s Harder Terms 


The Australian Government proceeds steadily with the 
orderly conversion of its sterling debt. This week’s announcement 
affects four stocks which are to be redeemed—f£10,283,396 New 
South Wales 4 per cent 1942-62, £1,958,800 Queensland 3} per 
cent 1940-60, £877,408 West Australia 3} per cent 1940-60 and 
£4,866,583 Western Australia 4 per cent 1942-62. Holders are 
offered conversion into an equal amount of Commonwealth 3 per 
cent registered stock 1972-74 at par. If the old stocks are 
converted in full, the total issue of new stock will be £17,986,187. 
Conversion lists will remain open until the close of business on 
January 18th. A total saving of £192,602 in interest will be 
effected by the conversion, which brings the total interest saving 
from all conversions to date to £6,675,283. 

The present conversion represents a departure in two im- 
portant respects from the technique of the three operations 
carried out during 1948. First, there is no cash offer. This 
decision may follow partly from the substantial success of the 
previous conversion last September, when only a small amount 
was left for cash subscribers. The Commonwealth authorities 
in fact intend to repatriate up to £5,000,000 of the new loan should 
conversion applications fall short of the total to that extent. If 
the shortfall is more than £5,000,000 it will be taken up in the 
new loan by the Commonwealth Bank. Such an arrangement is 
well secured by Australia’s London funds, which have increased 
by some £60 million to £240 million in the past three months. 
The second change in technique, that the issue will not be 
underwritten, follows from the absence of provision for cash 
subscription. 

In other circumstances the coincidence of the offer with the 
call of £40 million for the second instalment of the British 
Electricity Authority loan might have been regarded as somewhat 
unpropitious. Indeed, unlike the September operation, the latest 
offer is on terms which are regarded as being rather spare. That 
they represent a lengthening of seven years in the minimum life 
of the stock, compared with that issue, mainly reflects the im- 
provement in gilt-edged in the past three months, although the 
terms of the 3 per cent 1965-67 issue at par last November were 
generally regarded as generous. That issue has meanwhile risen 
to 1} premium, 


Finance and Investment - 


The Banks in 1948 


Bank shareholders needed no Treasury exhortation for the 
limitation of dividends to remind them that nowadays their 
investments are virtually fixed interest securities ; the bank divi- 
dend season which opened this week will bring no surprises. 
There is litth doubt, however, that this year of disinflation has 
been another year of rising gross earnings for the banks—and one, 
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moreover, in which the gains have not been swallowed up, a3 
they were in 1947, by the need to provide large sums for invest. 
ment depreciation. Disinflation had been expected at least to 
check, and possibly to reverse, the long upward trend of bank 
deposits, and perhaps to restrain also the very rapid growth of 
advances which began shortly after the end of the war. Had 
these expectations been fulfilled, the banks might now be obsery- 
ing—though not necessarily reporting—an actual fall in their net 
revenues. 





LoNDON CLEARING BANKS 
(Average of Monthly Figures) 


(£ Million) 
1938 | 196 | 1947 | logge 
Rabie, te OE, eB 227 | 509 | 5650 | 5,887 
ONT, MN a v0 cane weeerstus | 2.817 4932 {| 5,463 5,086 
Chas ind ~ <P G Wats obnle obvES oad s dd } 241 523 | 474 485 
Momey market assets .........ccesceecees 431 757 1,172 1,216 
Rae GOT 05s os onn ena) hss asp tare 151 300 459 472 
PEE ob BLN. buy 0 Vie ora ewe oe b db noe 280 457 723 744 
Treasury deposit receipts .............0 { Nil 1,492 ; 1,308 1,273 
Investments and advances... .......0.000 1,613 2,233 2,581 2,793 
Rapeaheneeth ib... saactsnegs dee 637 | 1,345 | 1,474 1,479 
I Gatiakadbnhs sebnedgade days 976 888 | 1,107 1,314 
ne - ————— _ cig ——— 
* Eleven months, 


gp eeesesneeguerenimnhsenesteesseseienasiatnnitetmemsasiies 

As it is, they have been able to employ during 1948 the whok 
of the very large volume of additional deposits created during 
the Daltonian phase and, on the average, another £233 million 
besides. As the accompanying table shows, the average level! of 
“true” deposits in the first eleven months of 1948 was larger 
by this amount than the average for the whole of 1947—a gain 
of 4.1 per cent, which, although less than the very large advance 
of 1947 (10.8 per cent), is still a significant movement from tat 
point of view of bank earnings. 

* * * 


Larger Net Earnings ? 


Moreover, a high proportion of these additional resources 
has been employed in the most remunerative channels, Although 
the growth of advances virtually ceased after the middle of the 
year, the average level during the year was almost as far above 
the average for 1947 as that was above 1946. The average for 
the eleven months was £1,314 million, an increase of £216 million, 
or nearly 20 per cent, on the similar average for 1947. Com- 
petition between the banks, and with other financial institutions, 
too, for advances business is keen, so that there is constant 
pressure upon them to quote finer terms. It seems probable, 
however, that in the past year, owing partly to the higher yields 
current in the gilt-edged market, the effects of this particular 
influence upon bank earnings has been less marked. On the 
other hand, for the first time for some years, the banks have had 
to look with particular care to the quality of their advances ; and 
net provision for bad and doubtful debts will not thus be the 
relatively insignificant item that it has lately been. Revenue from 
Stock Exchange business must have been less, but commissions 
from the active foreign departments have continued to grow— 
thanks, in part, to the increases in rates upon which the banks 
agreed in the first half of the year. 

_ Against these favourable factors there must be set the continued 
ris¢ in administrative costs. Expenditure on repairs and main- 
tenance of premises, rates, stationery, printing and many other 
miscellaneous charges have all been higher, and the banks now 
take it for granted that the most important item in their expenses 
accounts—salaries and pensions—will continue to grow. Quite 
apart from the cost of living bonuses, which tend to rise from 
year to year, the banks are now feeling the effects of the * bulge” 
in the age-distribution of their staff, which is steadily increasing 
the numbers working at the maximum of the scale of salaries. 
These trends involve anxieties for the future—for the period when 
the curve of gross earnings turns downwards. Through 1948, 
however, it has certainly been climbing still ; and even the curve 
of net earnings has probably risen further, though with an 
unmistakable tendency to flatten out. 


* * eo 


Rising Money Turnover 


The annual return of bank clearings has for so long been 
cast in a severely formal and stereotyped shape that it is good 
to s¢e that the Clearing House is now trying to present the 
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figures in a form suitable for economic analysis—and even to 
attempt some secondary correlation itself. The main weakness 
of these returns in recent years arose from the fact that the 
emergency changes in the structure of the clearing system which 
operated during the war destroyed the comparability of the 
Clearing House totals from year to year ; but the figures were at 
first presented in the customary series as if they were comparable. 
This blemish has been removed from the latest return, which 
takes care to indicate in each case which figures are comparable 
and which are not, and also gives in some instances estimates of 
the adjustments needed to ensure a fair comparison. ‘The figures 
for the period from August, 1939, to August, 1946, are now shown 
to be clearly not comparable with those published before the 
war so that, on a quarterly basis, a comparable series can be 
obtained only from the last quarter of 1946, The Clearing House 
apparently regards these figures as presenting a fair comparison 
with the prewar series. 

On this basis it has become feasible and worthwhile to compute 
indices of velocity of bank deposits by comparing the average 
level of deposits with the relevant turnover through the Clearing 
House. Calculations of this kind were last made in The Economist 
in 1946, but were discontinued when the distortions of the war- 
time series became apparent. The Clearing House now presents 
its own analysis, following closely the form previously adopted 
in these columns ; its table, with some slight changes in captions, 
is reproduced below :— 


Clearing Banks Average Estimated 


| 
} Clearings Deposits | Ratio Currency in 
i (Monthly Averages) | Clearings Circulation 
— . to Total — 
| Tota Index Total | Index | Deposits) __. Index 
| 
£ Million 1938=100 £ Million |1938-= 100 £ Million 1938 = 100 
Peale «0002s 40,617 102-5 22% 1. 97:5, |. 38-3 594 88-5 
1c. .. | 42,686 107-8 2,287 | 100-4 | 18-7 | 440 98-7 
RGR cities s.0 39,610 100-0 2,277 {| 100-0 | 17-4 | 446 100-0 
' Annual i { 
' Rate in | i 
(uarters i 
1946 4th qtr... | 72,144 | 182-1 5,528 | 242-8 | 13-1 1,358 504-4 
| | { ' c 
1947 Ist ,, .. | 74,550 | 188-2 | 5,568 244-5 13-4 | 1,366 306-2 
2nd ,, ». 69,638 175-8 5,604 246-1 12-4 1,373 307-8 
Srd yy ee 75,493 190-6 5,629 247-2 | 13-4 ; 1,372 507-6 
Mh <p vs 75,658 185-9 5,797 254-6 12-7 1331 298-4 
Re Se ae oe 84,162 212-5 | 5,737 | 252-0 | 14-7 1,242 278-4 
Oe es 79,107 199-7 5,895 258-9 |; 13-4 1,235 277-0 
oe. aan 75,517 190-7 5,921 260-0 | 12:8 1,246 279°4 


It will be seen that, although total clearings in 1948 rose 
by 9 per cent, to the new high figure of £80,210 million, 
this was partly due to the further rise in the average 
level of bank deposits, so that the rate of turnover was tending 
to decline. After a sharp rise to 14.7 in the first quarter of the 
year the velocity index dropped to 12.8 in the third quarter. The 
steep rise at the outset of the year doubtless reflected the 
financial activity caused by the issue of rail compensation stock, 
as well as the abnormally large flow of tax moneys to the 
Exchequer. The subsequent decline in credit velocity tends 
to support the theory that the sharp rise in bank deposits during 
the spring and early summer might be justifiable on the grounds 
that additional credit was needed to meet rising demands from 
the public for liquidity, and therefore was not exerting any 
corresponding real inflationary effect. But, if this conclusion is 
drawn, it should equally be noted that in the last quarter of the 
year the declining trend seems to have been reversed. *As the 
figures of bank deposits at end-December are not yet available, 
the Clearing House has made no calculation for the final quarter 
of the year ; but a comparison of the banking figures for October 
and November with the corresponding bank clearings shows that 
in those months the average rate of turnover was 13.7 per annum, 
compared with only 12.8 in the third quarter. This seems to be 
yet another indication that by the autumn the rate of credit 
expansion was becoming demonstrably excessive. The annual 
rate for the eleven months was 13.6, compared with 13.0 in 1947 
and 17.4 ih 1938. 


* * * 


The Bullion Market 


Seldom has there been a greater contrast than in 1948 
between fhe volume of international transactions in bullion and 
the dearth of business in the London market. This contrast is 
not a sign of lack of enterprise in London. It is wholly explained 
by the greater inherent discipline of London dealers and brokers 
and their readiness to. obey the wishes of the authorities on the 
question of dealing in bullion at other than the official prices, 
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Two annual bullion reviews recently published in London } 
firms in the bullion market, Messrs Mocatta and Goldsmid, a 
Messrs S. Japhet & Company, refer with scarcely veiled resent. 
ment to the shackle which has been put on bullion business ig 
London. Messrs Mocatta and Goldsmid, commenting on the 
restrictions placed by Britain and the United States, at the instiga- 
tion of the International Monetary Fund, on dealings in gold at 
differential prices, say that as a result “the bulk of the world’s 
gold business is carried on in other centres where the authorities 
are less scrupulous and where neither producers, the old estab- 
lished regular dealers, nor the ultimate consumers benefit.” 
Japhet’s circular, dealing with the same issue, says that the need 
for Britain as a member of the IMF to abstain from dealing in 
free gold has “ tended to place London in an unaccustomed posi- 
tion on the sidelines of bullion affairs.” 

The outstanding feature of the year in the international gold 
market has been the considerable hoarding demand for gold from 
Middle Eastern and Far Eastern buyers. In nearly all cases pay- 
ment has been made in US dollars. The traffic has passed 
through well-known transhipment centres, of which the Philip- 
pines and Hongkong at one end and Syria and the Lebanon at 
the other, have taken the lion’s share. 

The bulk of the purchases has been on Chinese account, and 
the prices in Hongkong, the market in which many of the final 
sales have been affected, have fluctuated between $45 and $53 
per ounce. Much higher quotations have been reported from 
the interior of China. Most of the supply of this gold passing 
into Near and Far Eastern ports has come trom Central and South 
Ameriéan sources, and from stocks belonging to private holders, 
the accumulation of which dated to before the war. The gold 
business in London has fallen to a mere trickle as compared 
with a year ago, following the virtual cancellation of licences to 
export wholly and semi-manufactured gold. In October the 
Board of Trade announced that, in view of representations by the 
IMF, the amounts of processed gold released for export would 
have to be reduced. These reductions have been made even when 
the exports were destined for dollar areas. At the same time 
there has been some minor relaxation of previous restrictions. 
Precious metals resulting from the refining of imported metal, and 
gold previously deposited here on foreign account, may now, 
subject to licence, be re-exported at the owner’s order to any 
destination, provided local regulations are not infringed. 


* * * 


Dealings in Silver 


Messrs Mocatta and Goldsmid estimate that the silver 
supplied from official sources this year for authorised domestic 
industrial use amounted to 10.4 million ounces, with a further 
3,800,000 ounces provided for export in manufactured and semi- 
manufactured form. The export market in silver has been under 
the influence of two large overseas coinage orders which have 
absorbed virtually all offerings of sterling area silver. The prices 
of silver in London and New York remained unchanged at 45d. 
and 743c. respectively for more than half the year. There was a 
spasm of weakness in New York towards the end of November, 
owing to extensive sales of old Mexican coins. 

Messrs Mocatta and Goldsmid state that owing to the develop- 
ment of jet engines, silver is no longer used in the aircraft industry 
on the same scale as during the war. American industrial 
consumpuon, notably by the photographic and_ silversmith 
industry, is, however, sufficient to absorb all normal foreign offer- 
ipgs in New York at current prices. Messrs Mocatta and Gold- 
smid suggest that only little progress has been made in the 
demonetisation of the British silver coinage during the year. The 
programme was interrupted by an exceptional hoarding demand 
for silver coin early in the year. In addition, the process of 
extraction has presented some difficulties. 


* x * 


Agreement With Spain 


The text of the payments agreement signed between the 
Governments of the United Kingdem and Spain shows that all 
trade and financial payments between residents of the two 
monetary areas are to be settled in sterling. The Spanish 
Exchange Institute is to quote buying rates for sterling and US 
dollars which will be related to each other at the Bank of 
England’s middle rate for US dollars, The Institute will, when 
required, purchase sterling transferred to the credit of any Spanish 
account against disbursement of the peseta equivalent. It will, 
on the other hand, sell to residents of the Spanish monetary area 
such sterling amounts as. they are permitted by the Spanish 











5 


a by 
, and 
sent. 
Ss in 
1 the 
stiga- 
ld at 
orld’s . 
ities 
>stab- 
refit.” 
need 
ng in 
Posi- 


gold 
from 
$ pay- 
yassed 
*hilip- 
On at 


t, and 
> final 
d $53 

from 
assing 
South 
olders, 
eC gold 
npared 
ices to 
er the 
by the 
would 
1 when 
e time 
ictions. 
al, and 
y now, 
to any 


silver 
ymestic 
further 
1 semi- 
1 under 
h have 
> prices 
at 45d, 
e was a 
vember, 


levelop- 
ndustry 
dustrial 
ersmith 
n offer- 
1 Gold- 

in the 
r. The 
demand 


»cess of 


een the 
that all 
the two 
Spanish 
and US 
Bank of 
ll, when 
Spanish 
It will, 
lary area 
Spanish 





THE ECONOMIST, January 8, 1949 


Exchange Control regulations to remit to residents of the sterling 
grea. The agreement specifies that the Spanish Government shall 
not restrict the availability of any peseias arising from current 
transactions and accruing to residents in the Scheduled Terri- 
tories. Conversely, the British Government is not to restrict the 
availability of sterling standing to the credit of any Spanish 
account for transfer to another Spanish account, or to residents 
of the Scheduled Territories. Transferability of such sterling 
to other countries will be subject to agreement by the Bank of 
England and the Institute acting as agents for their respective 
governments. The sterling held by the Institute will be invested 
only as may be agreed with the Bank of England. 


The Spanish official gazette has published the differential peseta 


rates which are to apply to various export products. The rates 
for sterling are as follows: 


£ 
Oficial calie: 3. 66k. GES eae ioe Loeb HE he HEA. 44.13 
Yourist and Emigrant remittances. .................. 66.19 
Differential Peseta 
Bh Pod Meet cee cs tects tun tons oath chase «teehee 50.737 
De Be de SO Paints ace ahs pa ceer ree 52.95 
ee gee hens aM SA acretae t = FAR, PE ea ee 8 55.11 
ra ee tices sired a ere ele Poe 57.367 
Be eve 0 bak deena Cored ke Pe wie tes GU kala Cbdhails Coa $9.56 
De oe ss Lee. Sic ck ah n -ebtdbshiehen kikent 61.78 
Ge Fate kaki een tte ce eae ee ca See ei 66.19 
BW 5 Bs cca hn ace ag Re a tee 70.605 
Dd ie ay ieee Oe Beta Aa oe _ 72.82 
Bg te ae a eas 75.018 
Wis is ioe « udcnnesds Biba Uaast echt Chala begins 79.43 
Bs i Sh-sacdcdn <add Meade aes oteas COek.. Hiei iealdoensS $3.84 
Bl 5s covecarduahicticiniasd: Petite  dearbiains on eae 88.26 


Category “A” includes one commodity only, salt. Wine and 
fish, among the largest exports, come under category “D,” and 
fruit and fruit juices are included in categories “E” to “G.” 
The last category, showing the peseta at 50 per cent of its official 
exchange value, will be applied to exports of books, films and 
ergot of rye. 





THE 
STORY OF ASSOCIATED LEAD 


is the title of a booklet 
issued by Associated Lead Manufacturers Limited, 
to celebrate their closer union in 1949. 


Industry 
Coal Output in 1948 


To label merely as “failure” an effort which produced 
11} million tons more coal than in 1947 seems a little hard, Yet 
the authors of the Economic Survey may be supposed to have 
chosen their words when they said that the target ‘output of 
211 million tons of coal in 1948 was “an absolute minimum, and 
every effort must be made to exceed it.” Last week’s estimated 


open-cast brought the total British coal output of 1948 to 
208,418,500 tons. Opencast output (11,729,300 tons) exceeded 
its target by 729,300 tons ; the mines (196,689,200 tons) fell short 
of their output target by 3,310,800 tons. Leaving the poorer quality 
of opencast coal out of account, the net deficit is 2,581,500. It is 
not a greater deficit than can be borne. Industry has been allowed 
more coal this year than last. The gas and electricity works and 
the coke ovens have had more. Domestic consumption of coal 
has been restricted to a lower level (in the North, at least) than 
the domestic consumer would like. Stocks have been slightly— 
but not dangerously—depleted. Export and bunker commitments 
have been met with supplies (in the first 51 weeks of the year) 
of 16,026,000 tons. There is no default on promises so far, and 
no immediate disaster. 

The coal record of 1948 is seriously disquieting only when 
it is considered against a longer-term background—against the 
fact that it was the utmost that exhortation, expense, and 
investment of precious equipment could do; against the 
possibility that not all winters will be mild; against the cer- 
tainty of higher industrial consumption of coal at home as the 
expansion plans get under way, and the promises of expanding 
coal exports this year, next year, and the year after. What are 
the obstacles to be overcome if the improved performance that is 
needed is to be attained in 1949? The Economic Survey put 


wage-earners on colliery books from 718,400 at the end of 1947 
to 750,000 today. This has not been achieved—the number at 
Christmas was 726,100—but then it was never realistic, and there 
is evidence that the capacity to absorb and utilise even the available 
labour in the collieries has for the most part been fully stretched. 
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A gradual, but slight, net gain in manpower is probably all that 
the mines need ; certainly it is all they are likely to get. 

If progress is to be made it must be mainly through increased 
output per man—first, for the shift (which means better methods 
and greater effort) and, second, for the year (which means better 
attendance). It is here that the rate of improvement has been (in 
the light of the accommodating treatment of the miners and the 
efforts made to improve the mines) at its most disappointing. 
Just before Christmas, output per man-shift for all workers 
reached 1.17 tons—the average figure of 1937, and .03 tons higher 
than the average of 1938. But in the following week it returned 
to 1.12 tons, and the average for the first 51 weeks of 1948 was 
only 1.11 tons—more than in 1947 (1.07 tons) but less than 1938. 
The record for absentee:sm is, relatively to prewar practice, worse. 
Absenteeism from all causes in the first 51 weeks of 1948 was 
11.46 per cent for all workers and 14.00 per cent for face-workers. 
A cure for this would be of more value than thousands of new 
workers and hundreds of new machines. 


® * * 


Transport Traffics and Losses 


Total takings of the British Transport Commission for the 
52 weeks to December 26th show an increase of £38,973,000 to 
£391,583,000. The main interest in the figures, however, is con- 
centrated upon the experience of British Railways, whose takings 
of £332,548,000 were £34,178,000 higher than in the previous 
year. This increase, of course, is attributable to the raising of 
railway fares and charges in October, 1947 ; but it falls £30 million 
short of the benefit which was expected to accrue, given a constant 
volume of traffic. In fact, from the early months of the year it 
was apparent that the volume of traffic was not being maintained, 
although the effects of higher g¢harges obscured the extent of the 
fall, measured by receipts. 

It has been widely forecast that the less on British Railways 
for 1948 may reach £20 million, and the more pessimistic guesses 
range as high as £30 million. It is difficult to confirm the close- 
ness of these guesses from the published figures. If allowance 
is made for savings in interest compared with the rental agreement 
which ended in 1947, and if it is assumed that costs had been 
unchanged throughout 1948, the railways and London Transport 
together might show a net loss of about £10 million. But costs 
have increased appreciably, and although Sir Cyril Hurcomb, in 
his New Year message as chairman of the British Transport Com- 
mission, has referred to operating economies achieved during 
the year, these cannot nearly have matched the further rise in 
direct costs of coal and materials—to say nothing of wages and 
salaries—which occurred in 1948. The accounts will fully reflect, 
the increase of 7s, 6d. in wages conceded in 1947, and the rise in 
coal prices, which might be between £1,000,000 and £2,000,000. 

But it would be premature to indulge in guesswork of this 
kind without clearer knowledge of the way in which the Com- 
mission proposes to provide for depreciation on its railway assets. 
It was the practice of the railway companies to provide for 
renewals on a replacement basis. The companies, however, were 
not under a statutory obligation to redeem their financial capital, 
whereas the Commission is. If this obligation were to be reflected 
in a change in the method of providing for replacement of physical 
assets, it could make a great deal of difference to the final out-turn 
of the accounts—perhaps so great that the deficit failed to reach 
even the lower of the estimates which have beem suggested. But 
the difference would remain one of form rather than substance ; 
and the failure of the railways to earn the revenue expected of 
them is bound to have a serious effect on the financial position 
of the Commission. 


* * * 


Cotton Profits and Re-equipment 


Although complaints about rising costs, inadequate labour 
and bulk buying of raw cotton continue to flavour cotton company 
reports, their profit experience in 1948 has been very satisfac- 
tory. In the case of the Lancashire Cotton Corporation, whose 
trading profit has increased from £1,215,830 to £2,070,780 in the 
year ending October 31, 1948, satisfaction is tempered by the 
inordinate cost of capital replacement under present conditions. 
The chairman, Sir John Grey, considers that “if conditions in 
future were to provide the same net cash earnings as this record 
year (1947-48) has provided, it would take this company approxi- 
mately 25 years to replace its machinery alone within the existing 
buildings.” He goes on to cite the hug@ drain on resources result- 
ing from the charge for taxation as the “ only item from which we 
could hope for financial assistance "—some £823,000 was charged 
in 1947-48 compared with £427,000 in the previous year. This 
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has become a familiar point, but only repeated stress upon it is 
likely to bring practical relief. In the case of Lancashire Cotton 
Corporation (as of Turner and Newall, whose finances are dij. 
cussed in a separate note), the need for conserving resources for 
re-equipment and financing stocks appears to have weighed ay 
heavily as dividend limitation in the framing of dividend policy. 
Moreover the strain has apparently reached the point at which 
some delay or postponement of re-equipm®nt programmes might 
be involved. , 
This risk is perhaps less serious for Lancashire Cotton Corpora. 
tion than for other spinning companies whose reports have 
recently appeared. Combined Egyptian Cotton Mills is an 
example. Profits show an impressive increase from £567,369 to 
£830,084 in the yéar to September 30, 1948, but the charge for 
taxation has jumped from £59,657 to £238,657. The heavy weight 
of prior charges requires £223,275 for interest and sinking funds, 
and earnings of only £160,541—equivalent to 12.8 per cent— 
remain for the ordinary capital. Dividend limitation does not 
apply to this company, which has paid its first ordinary dividend 
for many years. But a rigorous critic—though not perhaps a 
shareholder—might suggest that even the payment of 4 per cent, 
in present circumstances, is generous enough, given the recent 
recovery of the group. Cash resources have been reduced to 
the comparatively low level of £103,253 on September 30, 1948, 
and conditions since that date do not suggest any major increase. 
Some £870,000 of additional funds were required to finance 
trading items in the past year, and re-equipment is reflected in a 
net increase from £5,886,371 to £5,970,117 in the book value of 
fixed assets. Pressure on liquid resources from both these 
directions is unlikely to be much relaxed in the current year, 
since costs have continued to rise and capital expenditure out- 
standing on September zoth last amounted to nearly £400,000. 
The drive for higher output and higher exports in the textile 
industry is thus bringing a serious financial problem which the 
re-equipment grants do not meet. Since both the Government 
and the industry are anxious to proceed with expansion, it would 
seem reasonable for the Government to provide taxation relief 
to enable industry to re-equip without such acute financial strain. 
But an equal obligation arises on the part of ordinary share- 
holders to forgo increases in dividends while the strain exists. 


* * « 


The Controversy over Cotton Buying 


The volume of criticism of the public purchase of cotton 
does not diminish. The comments made by Sir John Grey, 
chairman of the Lancashire Cotton Corporation, in his state- 
ment circulated with the directors’ report are mild in tone but 
severe in their implications. He acknowledged that currency 
problems curtail the freedom of the Raw Cotton Commission to 
buy any growths which the trade may want. But, he complained, 
“even within those growths which are available, our old-time 
elasticity and adaptability to changes in quality and prices is no 
longer at our disposal.” The rigidity of the present system 
and its failure to give enough freedom of choice to the user are 
the faults which need correction most urgently ; if they worry 
a big spinning combine they must worry the smaller spinners 
even more. Sir John Grey said: 


Our supplies are offered to us on mass production principles to 
which raw cotton with its countless slight variations in colour, 
style and strength does not lend itself. We find our spinni 
managers forced into the position of having to buy what Raw 
Cotton Commission have to sell; which is by no means the same 
—_ as having a freedom of choice—the accepted privilege of the 

uyer. 

This state of affairs made it difficult, he added, to keep up the 
corporation’s accepted yarn standards; production of certain 
types of yarn had had to be stopped, and “this has affected our 
export trade adversely.” 


The chairman of Horrockses, Crewsdon and Company (Lieut.- 
Col. T. M. Brooks) complained at the company’s annual meeting 
on December 22nd that “the astronomical increases in the price 
of Egyptian cotton and the frequent substantial falls in recent 
months have made forward selling difficult; so much for the 
Government claim that state buying of cotton would stabilise 
prices.” Mr A. Bryce Muir, chairman of Combined Egyptian 
Mills, called the past season “one of wild fluctuations in the 
prices of fine cottons.” 


After the unpleasant experiences of last February on the 
Alexandrian market the Raw Cotton Commission modified its 
buying methods ; it is now relying much more on agents, and 
‘seeks to avoid buying in bulk. Sooner or later, no doubt, the 
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original Government claim that public purchase would stabilise 
prices will be forgotten ; at present it still injures the Commission 
in the eyes of the trade. Stability at a time of fluctuating world 
prices could have been secured only by a gamble—that is, by 
the Commission keeping domestic prices down, and accepting 
Josses, in the hope that reverse fluctuations in perhaps five years’ 
or ten years’ time would bring a counterbalancing profit. If this 
was the original Government intention, the Commission turned 
it down, and rightly decided to adjust domestic prices in con- 
formity with world prices. This keeps costs on a realistic footing ; 
jt dees not secure stability. But the main criticism—that more 
should be done to supply Lancashire buyers with the specific 
qualities they want—is reasonable, and will need to be met or 
answered. 


x * * 


Seasonal Gains in Industrial Production 


The inierim index of industrial production (1946=100) has 
been announced provisionally as 127 for last October—a rise of 
three points over September. This is the Government index, 
prepared by the Central Statistical Office ; it is noticeable that 
the Government index is well above the index of the London 
and Cambridge Economic Service, which put the September level 
of industrial production at 120 and the October level at 125. 
Differences in the range of activity covered and in the measure- 
ment of work in progress may account for the discrepancy; a 
reminder of the unavoidably arbitrary decisions which underlie 
indices of production is always useful. That the volume of 
industrial production advanced substantially between the autumn 
of 1947 and the autumn of 1948 is not, of course, in doubt. 
Extracts from the index give the following comparison: 


1947 1948 
Sept. Oct. Sept. Oct. 
All industries 115 120 124 127 
Mining and quarrying 103 109 lll 116 
Manufacturing 117 122 128 128 
Building and construction 126 126 125 136 
Gas, electricity and water 94 103 100 lll 


Thus the total rise between September, 1947, and September, 
1948, was nine points ; but from October to October it was only 
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seven points. Each year showed the increase which is customary 
between September (the end of the holiday season) and October, 
but the rise was less in the autumn of 1948 than in the autumn 
of 1947. There are also differences in the constituents of the 
rise. In 1947 there was a rise of five points in the manufacturing 
industries between September and October and one of six points 
in mining and quarrying. But in 1948 there was no rise between 
Septentber and October in the manufacturing industries ; this 
part of the index remained stationary, mining and quarrying rose 
by only five points, while the two remaining groups (building and 
construction and gas, electricity and water) each rose by eleven 
points and together accounted for the bulk of the increase. 

A comparison made of the indices for the manufacturing group 
in the six months May-October in each year shows, however, 
that manufacturing production was on the average seven points 
higher last summer than the summer before. This may account 
for the later lack of resilience. This improved production was 
achieved with a labour force only 2 per cent greater. It is, how- 
ever, confusing to suggest (as has been suggested this week) that 
the rise in the production index, even after due allowance for the 
bigger labour force, can be taken in any accurate sense as a 
measure of the rise in productivity. The improvement was the 
resultant of a number of things ; one of the most important was 
the smoothing out of disturbances of the flow of production which 
persisted here and there for many months after the fuel crisis 
of 1947, and which caused little apparent unemployment but a 
good deal of concealed unemployment. 


* * * 


Cheaper Fuel Oil for Industry 


The major oil companies have followed the reductions in 
oil bunker prices, discussed last week, with further reductions in 
the prices of fuel oi] and heavy fuel oil for industrial use. The 
moment for the partial decontrol of petroleum prices on 
November ist (by which the fixed prices then existing were made 
maximum prices and the oil companies were left free to make 
changes below the maximum as they wished) was well chosen 
against the world market background. Industrial fuel oil was 
reduced by jd. and heavy fuel oil by gd. a gallon (about 5s. and 
7s. 6d. a ton) in mid-November, and each has now been reduced 


THE DOMINION BANK 
(CANADA) 


C. H. CARLISLE, 
Chairman of the Board 


ROBERT RAE, 
PRESIDENT 


A. C. ASHFORTH, 
General Manager 


T. WILDING, 
Assistant to the President 


At the annual meeting of the Directors of the Dominion Bank, Mr. C. H. Carlisle, formerly President, was elected 
Chairman of the Board. Mr. Robert Rae, Vice-President and General Manager, was elected President. Mr. A. C, Ashforth 
was appointed General Manager. Mr. T. Wilding was appointed Assistant to the President. 











: 
| 
: 


see Re at rere ere ee ene emm 


: 





78 


by a further $d. a gallon (about ros. a ton) with effect from 
January 3rd. This relief to industrial consumers comes at the 
end of a prolonged period of rising oil prices (during which all 
forms of fuel and power have risen in price too). It is particu- 
larly welcome to the many firms who converted from coal to 
oil firing in 1946 and 1947 as a result of the Government’s 
encouragement in its early days. For many of them the world 
shortage of petroleum followed hard upon conversion ; the price 
of their new fuel rose sharply in September, 1947, and again in 
February, 1948. Those increases are not yet fully offset, but the 
world price trend in petroleum is now downward. 


FUEL OIL PRICES, 1938-1949 
(pence per gallon) 
Fuel Oil Heavy Fuel Oil 


Fine. ROBE. .ccepnkecs> Fa at 4; (a) 4} 
February, 1942 ......... i 10} 93 
August, 1945 ; oe 9 
November, 1945 , Tay 73 
October, 1946 ........ i. ioe 6; 
Rensemnlits 8947 |: 55. 6.5i5.. 458: ite ee 84 
February, 1948 yy i, 9 9} 
November, 1948 ............ Seek ats ge 9h 
See. SIND ois <sanivecemrne epanntves>tek. ot 85 


(a) Prewar Light Fuel Oil. 

(b) 1d. per gallon subsidy, pending removal of tax in April, 1947. 

Note.—Above prices for General Zone. Zone prices introduced 
October, 1946—Inner Zone, $d. less ; Outer Zone, jd. less. 


The steel industry has taken a leading part in conversion, and 
has derived some technical advantages; the use of oil-fired 
furnaces for steel melting is one of the reasons why. the steel 
industry has lately been producing at more than its presumed 
capacity. Its consumption of fuel oil was nearly 1,000,000 tons 
in 1948, and will increase to perhaps 1,300,000 toms a year as 
the conversion programme in the steelworks is completed. 


* * * 


Development Councils 


The Furniture Development Council (the first to be formed 
after the Cotton Board) should soon be ready to start work now 
that 17 out of 18 members have been appointed. Furniture 
makers and workers are represented by 7 members each ; 
of the three independent members one is the chairman, Sir David 
Waley, and one remains to be named. The eighteenth member, 
Mr Richard Fryer, is appointed as “ Having special knowledge of 
marketing and distribution in the industry.” 

The structure of the furniture industry and the nature of its 
product make it more suitable than most industries for the 
development council procedure. It is an industry of numerous 
small units. The need to promote design and quality is not 
denied. Conditions of work are uneven. The proper balance 
between the economies of standardised production and diversifica- 
tion to attract the consumer remains to be found. Indications of 
a returning buyer’s market are becoming plain. And the formation 
of this particular development council has proceeded with the 
approval of both sides of the industry, a harmony marred only 
by complaints from the furniture retailers that 14 to I is not a 
proper balance of representation between the furniture maker and 
the retailer. The third industry to have a development council 
will be jewellery and silverware, an industry in which the work- 
ing party emphasised the need for changes. The Order came 
into force on January Ist, and the chairman, Mr Julian Piggott, 
has been appointed. But its formation has not proceeded 
smoothly ; the Sheffield silversmiths have expressed strong dis- 
satisfaction. 


Since the government adopted development councils as its 
prescription for the industries not to be nationalised, the progress 
made in establishing them has been slow. But the President of 
the Board of Trade appears to be overcoming his reluctance 
to impose a development council upon an unwilling industry. 
Thus a draft order to establish a council for the clothing industry 
will shortly be published as a White Paper, although the majority 
of the employers are against it. In the pottery and hosiery 
industries opposition from the employers to a statutory body 
is unanimous. In the footwear industry both employers and 
workers still oppose a statutory development council but would 
probably agree to an advisory body. Opposition in the wool 
industry continues, and the chairman of the Wool Working Party, 
Sir Richard Hopkins, has been asked to approach the employers’ 
organisations. In the china clay, jute and cutlery industries 
discussions would still seem to be in the earliest stages. 


THE ECONOMIST, January 8, 1949 


Turner and Newall’s Capital Budget 


Few industrial companies would evoke surprise nowadays by 
announcing that they proposed to increase their authorised capital 
—or, for that matter, even their issued capital. Yet investment 
circles have been somewhat puzzled by the decision of the directory 
of Turner and Newall to seek an increase in the authorised capital 
of the company from £7,250,000 to £12 million. This is to be 
proposed, seemingly as a matter of convenience, at an extraordi 
general meeting of the company to be held on January 2oth, 
This meeting is to be called primarily for the purpose of adopting 
new articles of association, which mer alia, make changes to 
conform with the Companies Act, 1948. 

Few would disagree with the statement in the directors’ report 
accompanying the accounts for the year ending September 3, 
1948, that the “company’s resources are ample for its needs.” 
That is evident from the latest consolidated figures. Net liquid 
assets of the group amount to no less than £19,12}3,322 
increase on the year of over £3,500,090. Cash, near-cash items 
and investments well exceed the total of current liabilities, pro- 
visions and specific reserves (which include £2,500,000 for reserve 
against the possible deterioration in stock values and nearly 
£3,250,000 for EPT and future tax liabilities). The group’s 
cash alone amounts to over £8,500,000. These immense liquid 
resources have, of course, been accumulated as a result of con- 
servative finance over a long period of satisfactory trading—a 
policy which has possibly been assisted in the past year by the 
operation of dividend limitation. Surplus earnings in 1947-8 were 
the highest in the group’s history ; group earnings on the parent 
company’s ordinary capital amounted to 83.5 per cent, compared 
with 27.5 per cent in the previous year. It is hard to believe 
that, but for dividend limitation in the past year, shareholders of 
Turner and Newall would not have been justified in expecting 
a higher dividend than the 15 per cent paid in 1946-7. 

The chairman has something to say on this point in his address. 
Apart from dividend limitation, the board has had to consider 
not Only the rise in the cost of replacing capital assets, but also 
the finance required to complete the partly-executed development 
programme. These points might suggest that, dividend limitation 
quite apart, the distribution would not have been increased. This 
would be the apotheosis of conservative finance, and from the 
shareholder’s viewpoint perhaps even niggardly. If a new issue 
were immediately pending, the stabilisation of the dividend— 
which was in any case agreed to early last year—might affect the 
terms. But obviously no new issue is pending. Only in the 
United States and Canada has the group experienced a stringency 
of capital. Part of the necessary funds to bring the new factory 
in Montreal to the production stage have been raised in Canada 
during the year by a bond issue. Further calls may be made 
for working capital in this direction, for it may be some time 
before production is brought up to capacity. ; 


* * x 
Dear Lead 


Among the scarce base metals, lead has since the war been 
the most scarce ; but its price had not risen sharply until the 
last nine months. In April the price of lead in New York was 
15 cents a lb. (£83 10s. a ton). Within eight months it rose 
to 21} cents a lb. (£119 10s. a ton). British prices have tended 
to follow the New York market, though there is often a slight 
time-lag, as the Ministry of Supply contracts with the Common- 
wealth producers are now adjusted quarterly. The increase ia 
the British prices of lead by £11 a ton to £123 on January Ist 
was therefore not unexpected.’ The American price had already 
risen to this level in November. The official announcement from 
the Ministry of Supply attributed the increase to “increases in 
market prices which affect the cost of imported lead,” and it is 
clear from this statement that the British contract prices are now 
kept in line with the official New York quotations. Previously 
Britain enjoyed the advantages of a fixed contract at a favourable 
price ; before October 1st the British price had remained at £90 
a ton for 18 months, although the New York price had already 
begun to move “Above this level last April. 

The world price for lead, as for other non-ferrous metals, is 
determined by the United States, which consumes about one-half 
of the world’s supply. Moreover, lead is likely to remain in short 
supply so long as a high level of American activity persists, and 
in particular so long as the American rearmament drive continues. 
As yet purchases for the strategic stockpile have been on a rela- 
tively small scale. Until recently, American demand was so strong 
that the unofficial market price was well above the official quota 
tion of 2) cents a Ib. There has, however, been a slackening 


(Continuz2 on page 80) 


~ 





1949 


lays by 
Capital 
‘stment 
rectors 
capital 
3 to be 
rdinaty 
y 2oth. 
dopting 
nges to 
report 
ber 36, 
needs,” 
t liquid 
322 
h items 
eS, Pro 
reserve 
nearly 
group’s 
e liquid 
of con- 
iding—a 
’ by the 
-$ were 
¢ parent 
ompared 
iders of 
x pecting 


address. 
consider 
but also 
opment 
imitation 
d. This 
rom. the 
ew issue 
vidend— 
uffect the 
y in the 
ringency 
w factory 
1 Canada 
be made 
yme time. 


war been 
until the 
York was 
is it rose 
ve tended 
1 a slight 
Common- 
crease it 
nuary 1st 
d already 
rent from 
creases iD 
and it is 
; are now 
>reviously 
avourable 
ed at £90 
d already 


metals, is 
t one-half 


n in short — 


rsists, a 
contnues. 
on a rela- 


so strong 
‘ial quota- 


slackening © 





THE ECONOMIST, January 8, 1949 


ABRIDGED NOTICE. 
oe ener 


Consent cf His Maj s Treasury has been obtained to this issue in 
compliance with the Order made under Section 1 of the Berrowing 
(Control and Guarantees) Act, 1946. 


GOVERNMENT OF THE COMMONWEALTH 
OF AUSTRALIA CONVERSION LOAN 


OFFER OF CONVERSION TO HOLDERS OF 


f Date of Repayment 
£10,283,386 New South Wales 4%, Inscribed Stock, 


1942-62... so asada tase ... Ist July, 1949 
4,866,583 Western Australia 4°, Inscribed Stock, 
1942-62 se <; eg? as ... st July, 1949 
877,408 Western Australia 3]°,, Inscribed Stock e 
1940-60 ... wea) “tides os ... Ist July, 1949 
1,958,800 Queensiand 3°, Inscribed Stock, 1940-60 ist April, 1949 


£17,986,187 
INTO 
Government of the Commonwealth of Australia 3 per cent. 


Registered Stock, 1972-74, 


at the rate of £100 per cent. 


Interest payable ist April and ist Octeber. Six months’ Interest will be 
paid on tst October, 1949 


The Government of the Commonwealth of Australia will comply with the 
requirements of the Colonial Stock Act, 1200, in order that Trustees may 
invest in the Stock, subject to the provisions set forth in the Trustee Act, 
1925 

COMMONWEALTH BANK OF AUSTRALIA is authorised by the Govern- 
ment of the Commonwealth of Australia to offer to holders of the above- 
mentioned Stocks, conversion of their holdings, in whole or in part, into 
an equal amount of Government of the Commonwealth of Australia 3 per 
cent. Registered Stock, 1072-1974. 

Notice of repayment on the dates stated has been given in respect of the 
above Stocks. 

Holders of New South Wales 4 per cent. Inscribed Stock, 1942-1962, 
and Western Australia 4 per cent. Inscribed Stock, 1042-1962, who convert, 
will receive interest. payments as follows :-— 

On Ist April, 1949. (a) £1 per cent. (less tax) representing three 
months’ interest at the rate of 4 per cent, 
per annum from Ist January, 1949, to 
Ist April, 1949. 

(b) 5s. per cent. (less tax) representing the 
difference between the interest rate of 
4 per cent. on the old Stocks and 3 per cent, 
on the new Stock, for the period Ist April, 
1949, to Ist July, 1949. 

Hollers of Western Australia 33 per cent. Inscribed Stock, 1940-1960, 
who convert, will receive interest payments as follows :—— 

On Ist February, 1949, the usual six months’ interest then due. 

Ov Ist April, 1949. (a) 12s. 6d. per cent. (less tax) representing two 
months’ interest at the rate of 3] per cent. 
per annum from Ist February, 1949, to 
Ist April, 1949. 

(b) 3s. Od. per cent. (less tax) representing the 
difference between the interest rate of 
3} per cent. on the old Stock and 3 per 
cent. on the new Stock, for the period 
Ist, April, 1949, to Ist July, 1949. 

Holders of Queensland 3} per cent. Lnseribed Stock, 1940-1960, who 
anerers. will receive on Ist April, 1949, the usual six months’ interest 
thea due. 

Applications for conversion must be lodged on the appropriate forms : 
in the case of New South Wales 4 per cent. Inscribed Stock, 1942-1962, 
Western Australia 4 per cent. Inscribed Stock, 1942-1962. and Western 
Australia 3% per cent. Luscribed Stock, 1940-1960, at WESTMINSTER 
BANK LIMITED, Stock Transfer Office, 41, Lothbury, London, E.C.2: 
in the case of Queensland 3} per cent. Inscribed Stock, 1940-1960. by 
post at BANK OF KNGLAND, 18, Finsbury Circus, London, E.C.2. 
Forms for conversion have been p&sted to the Stockholders, or in respect 
of joint accounts, to the Stockholder first named in such accounts. 

Any of the above-mentioned Stocks not converted will be paid off at 
par on the dates of repayment, as shown above, together with interest. to 
those dates. To the extent that applications for conversion fall short of 
the amount offered, it is the intention of the Conmonwealth Government 
to repatriate up to £5.000,000 of the Loans to be redeemed. Any exeess 
over £5,000,000 will be taken up in the new 5°, Stock for cash by Conmon- 
wealth Bank of Australia. 

The Stock now offered will be registered and transferable in any amount 
by deed. at COMMONWEALTH BANK OF AUSTRALIA, &, Old 
Jewry, London, E.C.2. Stamp duty on all transfers will be paid by the 
Government of the Commonwealth of Australia, 

Commonwealth of Australia Stocks issued and pavable in London and 
the interest. thereon, the property of persons not domiciled in Australia, 
are not, and will not he, subject to any taxes, duties or levies in Australia, 

The revennes of the Commonwealth of Australia alone are liable in 
respect of this Stock and the Interest thereon, and the Consolidated Fund 
of the United Kingdom and the Commissioners of His Majesty’s Treasury 
are not directly or indirectly liable or responsible for the payment of the 
Stock or of the Interest thereon, or for any matter relating thereto.—40 and 
41 Vict.. cap. 59, see, 19, 

A commission of 5a, per £100 Stock will be paid to Bankers and Stoeck- 
brokers in respect of conversion applications bearing their stamp. 

Copies of the full Notice and Forms for Conversion may be obtained 
from Commonwealth Bank of Australia, 8, Old Jewry, London, E.C.2; 
Kank of England, Chief Aecountant’s Office, Threadneedle Street, London, 
EC2; Westminster Bank Limited, Stock Transfer Office, 41, Lothbury, 
London, E.C.2; from Messrs. R. Nivison & Co., 6, Threadneedle Street, 

anion, E.C.2; at the offices of the Government of the Commonwealth 
of Australia, Australia House, Strand, London, W.C.2; from the Agent- 
General for New South Wales, 56-57, Strand, London, W.C.2; the Agent- 
General for Queensland, 409-410, Strand, London, W.C.2; and the 


Agent-General’ for Western Australia, Savey House, 115-116, Strand, 
London, W.C.2, 


COMMONWEALTH BANK OF AUSTRALIA, 
%, OLD Jewry, Lonpon, E.C.2. 
4th January, 1949. 


The List for Conversions will close at 3 p.m. on Tuesday, 18th January, 1949. 











ABRIDGED PARTICULARS 


TEACHER (oistinters) LTD. 


(Lneor porated in Scotland under the Companies Aci, 1945) 


Issued 
and Fully 

Authorised Paid up 
£1,006,000 in 1,000,000 443% Cumulative Prefer- 
ence Shares of £1 each hea ti 
£1,000,000 in 2,000,000 Ordinary Shares of 10s. 


each ... Bow eer Ja .. £1,000,000 


£1,000,000 


£2,000,000 


£2,000,000 


There are no Debentures, Debenture Stock, Mortgages or Loan 
Capital outstanding. 


The List of Applications will epen and close on Thursday, 
13th January, 1949, for an 


OFFER FOR SALE by 
PHILIP HILL & PARTNERS LIMITED 


OF 


1,000,000 43 per cent. 
Cumulative Preference Shares of £1 each 
at 22s. Od. per Share 


The Offer for Sale shows (inter alia) that: 


1. The Company has acquired the whole of the issued Share 

Capital of Wm. Teacher & Sons, Limited (the Operating 
Company), whose business was founded by William 
Teacher in 1830. 
The Operating Company produces Scotch Whisky (High- 
land Malt), and blends, bottles and distributes its pro- 
prietary brand “ Highland Cream.” It owns Ardmore 
Distillery, Kennethmont, Aberdeenshire, and has a London 
Office and Warehouses, and various premises im Glasgow, 
where retail business has been carried on for over 50 years. 
The Auditors’ Report shows that the net assets (excluding 
goodwill) of the Operating Company, at book values, 
amount to £1,054,821, a figure which includes the stocks 
of whisky at distillers filling prices, These stocks have a 
value several times greater than their book value with 
the result that the nominal amount of the Preference 
Shares of the Company is covered several times by the 
net tangible assets of the Operating Company. 

. Average profits, before deducting taxation, for the past 
15 years, amount to £262,908, and for the year ended 
30th September, 1948, to £339,661. The Directors are 
confident that, in the absence of any circumstances outside 
their control, the profits for the year ending 30th Septem- 
ber, 1949, will exceed the 15-year average. The gross 
Preference Dividend would be covered, on the 15-year 
average, over five times ; and on the basis of the profits 
for the year ended 30th September, 1948, over six times, 


Copies of the full Offer for Sale, on the terms of which alone 
applications will be considered, and Forms of Application are 
obtainable from: 

BANKERS: 

THE COMMERCIAL BANK OF SCOTLAND, LIMITED, 
36 St. Enoch Square, Glasgow, C.1, and Branches 
NATIONAL PROVINCIAL BANK LIMITED 
New Issue Department, 

15 Bishopsgate, Londen, E.C.2, and Branches 
BROKERS: 
JOSEPH SEBAG & CO., 
22 Old Broad Street, London, E.C.2, and The Stoek Exchange, 
London 


R. C. GREIG, WILSON & CO., 
29 St. Vincent Place, Glasgow, C.1, and The Stock Exchange, 
Glasgow 


REGISTERED OFFICE OF THE COMPANY, 
14 St. Enoch Square, Glasgow, C.1 


or from the Vendors of the Share®™, 


PHILIP HILL & PARTNERS LIMITED 
Kingsbury House, King Street, St. James’s, London, $.W.1 
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80 
COMPANY MEETINGS > 


AVON INDIA RUBBER 
COMPANY, LIMITED 


INCREASED TURNOVER 





The fifty-ninth ordinary general meeting 
of the Avon India Rubber Company, Lid., 
was held, on the 31st ultimo, at the com- 
pany’s offices, Bath Road Melksham, Wilts, 
Major R. F. Fuller, D.L. (chairman of the 
company), presiding. 

The secretary (Mr E. H. Lovell, A.C.I.S.) 
read the notice convening the meeting and 
the report of the auditors, 

The following is the statement by the 
chairman, which had been circulated with 
the report and accounts for the year ended 
October 2, 1948, and was taken as read:— 

It is with pleasure that I submit the fifty- 
eighth annual report and accounts to the 
shareholders of the company. Before pro- 


viding for taxation, the net profit for the 
year is £289,901, which compares with 
£330,072 in the previous year. After pro- 


viding for taxation and all other require- 
ments, the net profit for the year is £130,247, 
which compares with £139,870 in the 
previous year. 


LOWER MARGIN OF PROFIT 


Once again I am glad to be able to report 
an increase of turnover, but at the same time 
I have to state our margin of profit has been 
reduced owing to the increased costs of 
cotton fabrics and other raw materials and 
the mounting charges for power in all its 
forms. 

Afier taking into consideration the fore- 
going remarks the usual comparisons of the 
figures for this year with those of last year 
will doubtless prove satisfactory, the total 
of current assets exceeding current liabilities 
by £607,282, an increase of £116,561 over 
the previous year. 


Factory extensions and modernisation have 
continued—indicated by the cost of further 
additions to our fixed assets, amounting to 
£116,865 during the year. You will notice 
our capital commitments are £125,665, but 
we expect our programme in this direction 
will be approaching completion in the near 
future. It should be noted we have ex- 
pended £353,621 simce October 1, 1944. 
Trade in the home market is steadily pro- 
gressive and in the case of our export sales 
there has been an appreciable increase and 
our quotas have been exceeded. . While 
every effort is being made to maintain this 
position, future expansion in the export field 
is likely to be governed by the import re- 
strictions imposed by many countries. Our 
expanding business necessitates the main- 
tenance of higher stocks, which, of course, 
Have a higher value in line with present 
market conditions. 


THE CURRENT YEAR 


We have made a good start in the current 
year, and while it is dangerous to prophesy 
in these times, I have every hope our pro- 
gress will be maintamed. Supplies of certain 
of our raw materials are still a matter of 
some concern, but no foreseeable difficulty 
threatens to hold up production. We are 
pleased to continue to have the loyal and 
eficient support of all our employees, and 
T should like to pay tribute to their efforts 
in the past year, 

As you know, government policy has 
demanded that dividends shall not be in- 
creased, but you will, I am sure, view with 
satisfaction the increased value of the equity 
of the company. 

The report and accounts were unanimously 
adopted and a final dividend of 7 per cent. 
on the ordinary shares, making 10 per cent. 
for the year, was approved. 

The retiring directors, Mr Wallace B. 
Phillips and Mr F. W. Hinde, were re- 
elected; and the auditors, Messrs. Tribe 
Clarke and Co., having been reappointed, 
the proceedings terminated. 


THE ECONOMIST, Jaauacy 8, 1949. 


ALLIED RETAIL TRADES 
(LONDON) LIMITED 


" 


SATISFACTORY RESULTS AND © 
PROSPECTS i 


The first ordinary general meeting @ 
Allied Retail Trades (London) Limited wa 
held, on the 30th ultimo, in London, Me 
W. H. Martin (the chairman) presiding. | 


The following is an extract from his 
circulated statement and = additional mg 
marks: t 


i} 


The trading profits from our bra 
amounted to £104,141; the general 
administrative expenses were £9,081 ; 
the audit fee and professional charges £4 
and {278 respectively. The directors’ re 
muneration for managerial and © executiv 
services (for seven full-time directors) § 
£8,071, and directors’ fees are 41,200) 
Depreciation of fixed assets and amortisation 
of leases amount to £11,567, leaving a ng 
profit of £73,472. This sum has been appro 
priated as to £43,000 for taxation ; 4,74) 
for the net preference dividend ; £16,652 far 
the net ordinary dividend of 16) per cent, 
which it is proposed to pay for the year ; and 
the balance of £8,071 is carried forward 
Ten new branches were bought for £51,585) 
from cash resources during the year. 

Profit margins, in our business, are for the 
most part controlled by Government or by 
agreement with manufacturers, and our mai@: 
object is to give good service at low rates, td 
attract additional turnover and cheapen dis- 
tribution. 


With regard to future trade, our records 
for the first ten weeks of the current year, 
show an increase of 10 per cent. on last yeaf, 
and, providing there is no further restriction 
in supplies, we are confident that out 
branches will be able to maintain their trade) 









(Continued from page 78) 


due, it is said, to the possibility of President Truman introducing 
price control. Expansion in lead production has been slow—out- 
put in the United States and in Mexico was reduced last year 
by strikes—so that any easing of the market must come from the 
demand side rather than from ampler supplies. At its present 
price, lead is certainly dear enough to induce some marginal users 


to substitute alternative materials. But the scope for substitution 
is restricted. 


Shorter Notes 


The £25 million increase in the Bank of England fiduciary issue 
which the Treasury sanctioned on the eve of the holiday, for one 
month only, has already been reversed. In the week to 
January sth, nearly £21 million of notes returned to the Bank 
from circulation, a movement which would have raised the total 
reserve in the bankiag department to £57 million. The week’s 
Bank return revealed, however, that the additional £25 million 
of fiduciary notes had been surrendered for cancellation, thus 
restoring the fiduciary limit to £1,300 million. The total reserve 
in the banking department, after this operation, was £31.9 million, 
compared with £36 million in the previous week 


* 


A Business Note last week unhappily followed a precedent set 
four weeks earlier. Like the Note on December 4th, it stated 
that permissible releases in 1948 from Egypt's sterling balances 
could have reached £39} million, including £7,250,000 available 
in hard currency. Thus was double reckoning redoubled. As 
a correction on page 992 of the issue of December 11th recorded, 
the figure of £39} million counted the hard currency position 
twice: the correct maximum was £32 million, of which the 
effective release was £21 million, the balance being available 


for strengthening working balances. It is not known what Homer 
said when he nodded twice. 


During the first eleven months of 1948 world rubber production 
amounted 10 1,382,509 tons and consumption 1,277,550 tons, 


The report was adopted. 


leaving a margin of 104,950 tons. But visible rubber stocks at 
the end of November were the same as at the beginning of the 
year or 760,000 tons. The margin is therefore most likely: 
accounted for by American purchases for the strategic stockpile 
If allowance is made for statistical errors it would seem that the 
rubber trade’s estimate of 80,000 tons purchased for the stockpile 
during 1948 is fairly well borne out by the above figures. 


7 


The complexities of bilateral bargaining are clearly exemplified 
in the trade agreement between Britain and Jugoslavia published 
this week (Cmd, 7602), In order to acquire the main items— 
softwood, hardwood and pitprops—Britain has also had to pur- 
chase 6 tons of hops, 50 tons of maize starch, 20 tons of sausage 
casings (hog and sheep), 75 tons of sage, 3,000 Ib. of essential ail 
of sage, 100 tons of red pepper (paprika) ground and some 13 
other items each of 1,000 tons or less. Such detailed negotiation 
for such trifling quantities is part of the price of bilateralism. 

* 


At the annual meeting of Transport Services this week the 
chairman stated that when the valuation of the company’s good- 
will was available, which he hoped would be in two or three 
weeks’ time, a meeting of shareholders would-be called for the 
purpose of agreeing the distribution of the compensation money 
and to liquidate the company. 

” 


Some months ago the Registrar of Building ‘Societies mad? 
an important alteration in the prescribed form of the mortgage 
account for building societies by substituting £2,000 for £1,000 
as the mark of division. A business note in The Economist 
of December 25, 1948, overlooked the effect of this change on 
the Woolwich Equitable figures, and drew some inaccurate con- 
clusions of changes in the character of mortgage business. The 
total of 11,576 mortgage advances transacted by Woolwich Equit-. 
able in 1947-48 was 20 more than in the previous year, while 
the total sum advanced was lower by £81,593 at £12,050,550.. 
This represents a slight fall in the average amount adv. i 
in 1947-48 to £1,040. There has, in fact, been no material 
change in the Society’s lending policy in the past year. 
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McDOUGALLS TRUST, LIMITED 


FLOUR SALES STILL RESTRICTED 


STRONG FINANCIAL POSITION 


MR KENNETH MOORE’S SPEECH 


The fifteenth annual ordinary general meet- 
ing of McDougalls Trust, Limited, was held, 
on ihe 30th ultimo, at 3, Thames House, 
Queen Street Place, London, E.C., Mr 
Kenneth A. E. Moore, the chairman, pre- 
siding. 

The Secretary (Mr Reginald E. Clark) hav- 
ing read the notice convening the meeting 
and the report of the auditors, 

The Chairman said: Gentlemen,—The 
accounts which are before you to-day cover a 
period of approximately 14 months from 
July 1, 1947, to August 28, 1948. The latter 
date has been adopted so that in future our 
financial year may coincide with the control 
year, for which we have to submit accounts 
of our flour milling operations under the 
Agreement with H.M. Government. In 
adopting this new accounting date we have 
taken the opportunity of making up the 
accounts of all our subsidiary companies to 
the same date so as to comply with the Com- 
panies Act, 1948, and to facilitate the pre- 
peretion of group accounts. We hope in 
future to pay an interim ordinary dividend in 
March and to present the annual accounts in 
the late autumn of each year. 


I should perhaps preface my remarks by 
reminding you that part of our revenue—very 
approximately one-third at the present time— 
is derived from the milling of plain flour 
which is under direct Government control, 
and the rest from what are known as “ ex- 
cluded activities.” These “excluded activi- 
ties,” in our cas¢ principally the production 
and marketing of McDougalls Self-Raising 
Flour, though not under direct Government 
control, are nevertheless conducted within a 
network of regulations and restrictions. For 
this and other reasons trading conditions dur- 
ing the 14 months were far from normal. 


FLOUR CONSUMPTION LIMITED 


Flour was not subject to rationing during 
the war, but from July, 1946, until June, 1948, 
it was rationed at the consumers’ end by the 
B.U. system. Thereafter, following the 
abolition of B.U.s, rationing was in effect 
continued by an order to flour millers requir- 
ing them to restrict their deliveries of flour 
to the quantities delivered in the last year of 
the B.U. system, and they were further re- 
guired to place all their trade customers on 
guotas based on their purchases during that 
year. Thus the total public consumption of 
flour was limited to that in the last year of 
B.U.s, and rationing, in effect, was transferred 


from the individual consumer to the flour 
miller. 


Under the original system of flour rationin 
the retailer could stock any flour he liked 
on his popes of quality, price and public 
demand. Under the present quota system 
competition has virtually been abolished, since 
ietailers’ quotas are not normally transferable. 


RISING COSTS 


Under present conditions, therefore, our 
sales of McDougalls Self-Raising Flour are 
festricted to their level in the year ended 
june, 1948, extraction is required by regula- 
bon to be 85 per cent., compared with about 
72 per cent. pre-war, and the wheat we mill, 
other than home-grown wheat, is not of our 
buying nor wholly of our choice, but that 
allocated to us under the vagaries of bulk 

chase. Maximum retail selling prices for 

Fr continue to be prescribed by regulation, 
while advertising expenditure and dividends 


are limited by the 
agreements. 


Within ‘this strange and rigid framework, 
only our costs remain untethered, and wages, 
fuel, power, transport, paper and cotton bags 
and the rest have all shown a rising tendency 
in the period covered by the accounts to the 
detriment of the margin of profit on our 
“excluded activities,” 


so-called gentieman’s 


THE BRIGHTER SIDE 


The brighter side of the picture is that the 
business had made great strides prior to the 
imposition of flour rationing in 1946 and as 
compared with pre-war we are doing nearly 
twice as much work though at a much re- 
duced margin of profit. The profits tax, I 
need hardly say, is reducing our ability to 
add to reserves, but thanks to the prudent 
financial policy pursued in past years we have 
the resources to cover an extensive pro- 
gramme of improvement in our production 
equipment and this programme is well under 
way. 

Turning now to the accounts, you will see 
from the consolidated profit and loss account 
that aftez providing for the preference divi- 
dend and ordinary share dividends, amount- 
ing in all to 10 per cent. already paid, we are 
carrying forward £193,809, compared with 
£170,655 brought forward from previous 
accounts. From the consolidated balance 
sheet you will see that current assets 
amounted to £1,308,905, against current 
liabilities of £487,269. This strong financial 
position arises from the fact that, over the 
years, revenue reserves to the amount of 
£820,612 have been built up out of profits, 
quite apart from capital reserves amounting 
to £98,868. 


You will see that fixed assets appear in 
the balance sheet at the very modest figure 
of £393,534. I need hardly say that the 
present replacement value of those assets is 
very much higher than their written down 
book value, as is illustrated by the fact that 
their value for insurance purposes is sub- 
stantially over £1,000,000. This should be 
borne in mind in considering the figure in 
the consolidated balance sheet under the 
head of intangible assets. 


FRUSTRATIONS ON ALL SIDES 


From my earlier remarks you will readily 
understand that the conduct of the business 
under present conditions is beset by frustra- 
tions on all sides. The present rationing of 
flour at source is not, of course, due to any 
world shortage of wheat, but, like other 
existing forms of rationing, is the result of 
the economic plight in which this country 
finds itself nearly four years after the war. 


It is a bitter thought and still by no means 
generally realised that rationing and short- 
ages of all kinds are here to stay indefinitely 
unless and until this country can pay its 
way in the world. It seems to me that the 
only hope of salvation is for the nation as a 
whole to work harder and to concentrate on 
essentials and for the Government of the 
day, whatever its colour, to spend less. 


The report and accounts were unanimously 
adopted; the proposed dividend __was 
approved ; the retiring director, Mr Michael 
Moore, was re-elected ; the remuneration of 
the auditors, Messrs Ball, Baker and Co., 
was fixed, and the proceedings terminated 
with a vote of thanks to the management, staff 
and employees. 


8i 


» PORT OF BEIRA 
DEVELOPMENT, LIMITED 


GOVERNMENT APPROPRIATION 
SIR DOUGAL MALCOLM’S SPEECH 


The annual general meeting of Port of 
Beira Development, Limited, was held on 
the 31st ultimo at Winchester House, Old 
Broad Street, London, E.C. 

Sir Dougal O. Malcom, K.C.M.G., in 
the absence of the chairman, Mr. V. L. Oury, 
presided, and said: —With the report of the 
directors and the accounts for the year ended 
March 31, 1948, recently circulated to the 
shareholders, there were issued the accounts 
of our operating company, Beira Works, 
Limited, for the year ended March 31, 1948, 
and of the Companhia do Porto da Beira for 
the year ended December 31, 1947. 

I would remind you that the company 
owns 300,000 of the 600,000 shares of Beira 
Works, Ltd., and 480,000 of the 600,000 
shares of Campanhia do Porto da Heira, 
which latter company owns the remaining 
300,000 shares of Beira Works, Limited. 


OPERATIONS CEASE 


As has been announced, the Portuguese 
Government notified its intention of taking 
over the works and installations of the port 
—as it has the right to do in accordance 
with the terms of the  concession—on 
January 1, 1949. On that date therefore—to- 
morrow—Beira Works, Limited, will cease 
to own the works and installations and to 
operate the port. 

During the last few months the staffs of 
our subsidiaries, the Companhia do Porto 
da Beira and Beira Works in London, Lisbon 
and Beira have been engaged in preparing 
for the transfer of wharves, equipment and 
the operational work to the Portuguese 
Government, in compiling particulars of the 
purchase price due and in arranging for the 
dispersal of the staff and employees in Beira, 
most of whom, it is hoped, will be taken over 
by the Portuguese Government. 

Beira Works, Limited, has now received 
from the Portuguese Government payment 
of £2,500,000 on account of the purchase 
price payable under the concession and this 
has enabled that company to give three 
months’ notice to its debenture holders that 
the balance outstanding of £2,414,900 54 
per cent. debentures will be paid off at par 
plus accrued interest on April 1, 1949, 


BEIRA WORKS LIQUIDATION 


The accounts of Beira Works, Limited, for 
the last nine months of its operations with 
the necessary adjustments will be completed 
as soon as possible, and the final amount 
due from the Portuguese Government in 
regard to new capital, works under construc- 
tion, stores taken over, etc., will then be 
ascertained, which will enable a complete 
settlement to be effected. It will then be 
possible to put Beira Works, Limited, into 
liquidation and to distribute its assets. 

That is the position with regard to Beira 
Works, Limited. With regard to Companhia 
do Porto da Beira, which is claiming—as it 
is advised it has the right to do under the 
concession—the repayment of the amount 
of its share capital, £600,000, the Portuguese 
Government has announced that it does not 
recognise an obligation to repay this amount. 

This is a serious matter, for the non- 
receipt by Companhia do Porto da Beira of 
this £600,000 would mean a diminution of 
the amount ultimately available for distribu- 
uion to shareholders of Port Beira 
Development, Limited, to the extent of 
£480,000 equivalent to approximately 12s. 
per share. : 

Companhia do Porto da Beira has noti- 
fied the Portuguese Government of its 
intention to refer the matter to arbitration, 


CHAIRMAN’S VISIT TO LISBON 


In this connection, our chairman, Mr 
V. L. Oury, who has cabled his regret at 
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being prevented from presiding at our mect- 
ing to-day and asking me to do so on his 
behalf, is now, and for a considerable time 
bas been, in Lisbon at the request of the 
boards of your company and of Beira Works, 
Limited, giving his personal afteation to the 
matter of the payment to Beira Works, 
Limited, of the £2,500,000 to which I have 
referred above, the arrangements for handing 
over the Port on January Ist and the setting 
in motion of the machinery for arbitration. 

As this matter is now therefore sub 
judice, I am afraid that there is nothing I 
can add. You may meanwhile, however, rest 
assured that every possible measure will be 
taken to ensure that our case, supported as 
it is by eminent English and Portuguese 
Counsel, will be adequately presented to the 
ucbitration tribunal. And, of course, as 
soan as possible a further announcement will 
be made on the subject. 

The report and accounts were umani- 
mously adopted. 





S. SMITH AND SONS 
(ENGLAND), LIMITED 


EXPANSION IN ALL DIVISIONS 


The thirty-fourth ordinary general meeting 
of S. Smith and Sons (England), Limited, 
was held, on the 31st ultimo, at Cricklewood, 
London, N.W., Sic Allan Gordon-Smith, 
K.B.E.. D.L. (the chairman) presiding. 

The chairman referred to the consolidated 
profit and loss account which showed that 
£225,435 had been taken as profit into the 
parent company (£135,543 last year) from 
which £100,000 had been appropriated to 
research, development and contingencies 
reserve, to supplementary * pensions and 
against possible fall in stock values. The 
consolidated profit before tax was £357,844 
(£686,508 last year) and the net profit for 
the group was £251,844 (£277,080) last year. 

Smiths Motor Accessories Division had 
further developed its new products, car heat- 
ing and ventilating and the H.M.V. radio, 
and were largely contributing directly aad 
indirectly on the export side. 

Smiths Aircraft Instruments Division had 
had a successful year; the automatic pilot 
was now in production and an increase 
range of new instruments introduced. 

Smiths Clock and Watch Division had 
developed rapidly. The present annual pro- 
gramme was approximately 45 million clocks 
and watches and during 1948 approximately 
80 per cent. of all clocks exported were of 
Smiths make. 


Smiths Industrial Instruments, Limited, 
had made equal progress with its elder 
brothers. 

The Associated Company, Kelvin and 
Hughes, Limited, had continued to make 
satisfactory progress. The Kelvin-Hughes 
marine radar set had wide acceptance in the 
shipping world and substantial business had 
been built up in the 16 m.m. projector. 


The chairman then referred to the neces- 
sity for effective co-ordination and unified 
control which was necessary if the advan- 
tages of a large organisation were to be ob- 
tained. Saying that size gave strength and 
stability, he pointed out that the Smiths 
organisation was being built up so as to 
combine the strength of the large business 
with the specialisation and flexibility of the 
small. They had centralised where it had to 
take advantage of bulk and decentralised 
where specialisation was the chief require- 
ment, 


He thanked the entire Smiths team of em- 
loves and felt reasonable confidence in the 
uture, 


The report was adopted. 





NYASALAND RAILWAYS, 
LIMITED 


INCREASE IN TONNAGE 
NEW WORKS AND EQUIPMENT 


The seventeenth annual general meeting 
of Nyasaland Railways, Limited was held, 
on 30th ultimo, in London, Mr W. M. Cod- 
rington, C.M.G., M.C., the chairman, pre- 
siding. 

The following are extracts from his state- 
ment which was presented to the meeting: 

During the year under review our gross 
eceipts at £450,115 reflected a general in- 
crease in the usual traffics carried by the 
railway. 


INCREASED COST OF RENEWALS 


Eminent authorities have recently been 
drawing attention to the effect on renewals 
policy of the depreciation in the value of 
our currency or, to put it in other words, 
the tremendous increase which has occurred 
in the cost of all commodities required for 
the gradual replacement of the assets of a 
company such as ours. Prices of all re- 
placements have risen to such an extent that 
a renewals fund based on original cost would 
not suffice to meet more than a fraction of 
the cost of replacing equipment when it 
reaches the end of its normal life, 

Unless, therefore, we make fat more 
generous provision for renewals in future 
years—we have as a provisional measure in 
the accounts under review considerably in- 
creased the allocation to renewals—we shall 
ultimately find ourselves without the re- 
sources we need to replace our plant and 
equipment as it reaches the end of its useful 
life. This necessity also has a bearing on the 
true operating costs. 

Since 1939 the volume of traffic handled 
by our line measured in net-ton-miles, has 
approximately doubled. But during these 
years, owing to war conditions, our ability 
to repair and maintain our stock has been 
very much below what it used to be before 
the war. Indeed, it is not too much to sav 
that we have only been able to give the 
service which we have Cone In recent years 
thanks to the “fat” which we had stored up 
by good maintenance in the years preceding 
the war, This is now exhausted. 

After dealing in detail with various 
schemes which the company has in hand, the 
statement continues: 


FINANCE FOR CAPITAL WORKS AND 
IMPROVEMENTS 


It was, of course, evident some time ago 
that the company would need new finance in 
order to meet the cost of all these schemes 
—and others—which will become necessary 
to overcome arrears of re-equipment and to 
fit our system to carry the traffic which is 
likely to be offered to it. We, therefore, 
initiated steps not only for refunding at a 
lower rate of interest the previously existing 
5 per cent. “A” debentures, but also to 
obtain the further resources we needed. For 
reasons entirely beyond our control it was 
not possible to issue our prospectus until 
early this year. The issue was over-sub- 


scribed. Money thus received, together with ~ 


a further sum which will be provided by the 
Government against consolidated income 
debenture stock and, our own cash resources, 
should suffice to meet the capital works and 
improvements to which I have alluded above, 
the cost of which will amount to noi less 
than £ 1,400,000. 

Prospects in Nyasaland are certainly en- 
couraging. For the next twelve months, until 
new rolling stock and equipment become 
available, we face a period of difficulry and 
anxiety; but we look forward with confidence 
to the not far distant future when we shall 
be abie to handle prompt!y any traffic offered 
to us. 


The report and accounts were unanimously 
adopted. 


once . 
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TRANS-ZAMBESIA RAILWAY 
COMPANY, LIMITED 


NET-TON-MILES DOUBLED 
SINCE 1939 


STRAIN ON ENGINE POWER AND 
ROLLING STOCK 


The twenty-eighth annuai general meeting 


-of the Trans-Zambesia Railway Com 


Limited, was held, on the 30th ultimo, in 
London In the unavoidable absence of 
the chairman, Mr Vivian L. Oury, the Hoa, 
M. W. Elphinstone presided. 

The following are exteacts from the chair. 
man’s statement which was presented to the 
meeting : — 

The receipts for the year £341,230 com 
pared with £320,730 in the previous year 
whilst expenditure was £282,320 or $3.41 
pec cent. of the gross receipts compared 
with £242,536 or 76.16 per cent. for the 
previous year, The susplus of receipts over 
expenditure was £58,910 compared with 
£78,244 in 1946. The heavy increase ig 
expendiiure was due io the increased cost of 
materials and wages. 


Afier meeting the service of the advances 
against which £960,000 34 per cent. first 
debeature stock was to be issued, there was 
available £12,371 tor interest on the agreed 
amount of £1,500,000 in respect of which 
5 per cent. income debenture siock was to 
be issued. 

In May of the current year the Portuguss 
Goverament published the decree authoris- 
ing the issue of the 35 per cent. first debea 
ture stock and the 5 per cent. income 
debenture stock, and accordingly these stocks 
were issued. 


LARGE INCREASES IN VOLUME OF TRAFFIC 


Tonnage of goods carried during the year 
was 190,283 compared with 191,122 in 1946, 
The number of passengers was 103,053 com. 
pared with 87,649 in 1946 The volume of 
teaffic handled by us, measured in net-tow 
miles, has increased irom 13,659,272 in 1939 
to 27,780,780 in 1947. 

Since then the position has become more 
difficult, for tonnage to be carried has ir 
creased, and although the bogie wagons built 
for us by the Gregg Car Company are now 
being erected in Africa, delivery of the Il 
new locomotives, ordered by Nyasaland 
Railways in conjunction with ourselves, is nal 
due to commence until the middle of 1949. 
So there is no doubt during the greater part 
of 1949 our difficulties must continue. Every 
effort, however, is being made to get delivery 
of these locomotives, or at least some of 
them, expedited. 


DIRECT ACCESS TO COAL MINE AT 
MOATIZE 


Railhead on the Tete Railway is now 
66 miles from the coal mine at Moatize and 
it is expected that through rail communica 
tions to the mine will be established by next 
July. The completion of the line will give 
the coal mine direct access via the Tete 
Railway, the Zambesia Bridge and our ling, 
to the Port cf Beira and this will enable the 
Companhia Carbonifera de Mocambigue 0 
proceed with their plan for the expansion 
their coal output. 

Our relations with government and officers 
of government continue to be of the most 
cordial nature and we recerd our appreciation 
of the considerate and courteous manner if 
which, as usual, the duties of the Fiscal ate 
carried out. We acknowledge the vety 
willing assistance and co-operation of th 
Tete Railway and the Beira Railway, and we 
wish to put on record our appreciation of tht 
services rendered in a verv difficult year bY 
our General Manager, Mr Bucquet, and out 
staff in Africa and London. 

At the meeting, Mr Elphinstone referred 
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to the taking over by the Portuguese Govern- 
ment on the Ist January, 1949 of the works 
and installations and the operation of the 
Port of Beira and to the announcement by the 
Beira Railway Company, Limited, that subject 
io the approval of their shareholders an 


agreement has been made for the sale to 
the Portuguese Government of their under- 
taking in Africa, such sale to take effect from 
April, 1949. 


The report and accounts were unanimously 
adopted. 





TURNER AND NEWALL, LIMITED 


EXPANDING PRODUCTION 


INCREASED EXPORT TRADE 


MR W. W. F. SHEPHERD ON THE OUTLOOK 


The annua! general meeting of Turner and 
Newall, Limited, will be held on the 20th 
instant, at the Chartered Accountants Hall, 
Manchester, when it is expected that Mr 
W. W. F. Shepherd, the chairman of the 
company, will preside. 


Mr Shepherd’s statement to the stock- 
holders has been circulated to them with the 
report and accounts, and, after dealing with 
the accounts of the company, it contains a 
detailed 1eview of the company’s operations 
during the year to September 30, 1948, both 
at home and abroad. The following are 
extracts from the statement :— 


Production at the Rochdale factory of 
Turner Brothers Asbestos Company, Limited, 
was again increased during the past financial 
year, and total output was greater than in the 
previous year. Labour availability in the 
Rochdale district is still far from satisfactory, 
but it improved slightly during the year in 
question, and this factor, together wiih 
managerial efforts, enabled the increase in 
production to be achieved. The new factory 
of Turner Brothers Asbestos Company, 
Limited, at Hindley Green, near Wigan, is 
now nearing completion, and it is planned 
to begin the manufacturing of conveyor belt- 
ing there in the spring of 1949. As I have 
previously indicated, various types of trans- 
mission belting will also be manufactured 
at Hindley Green in the near future. 


FERODO LIMITED 


Ferodo, Limited, has experienced, during 
the past year, an increasing demand for its 
well-known brake and clutch linings and other 
friction products. The production during the 
year in question substantially exceeded the 
figures of the previous year, which were in 
themselves a record. The anticipated increase 
m the production of rubber “V” belts, to 
which I referred last year, has been achieved 
at the Chapel-en-le-Frith factory, and new 
markets for these belts are rapidly being 
developed. 


Continued restrictions in the use of petrol 
afe, however, having a definite effect on 
certain classes of the trade of Ferodo, Limited 
and until these restrictions can be removed 
it is difficult to forecast the trend of brake- 
lining business for passenger vehicles. 


TURNERS ASBESTOS—RECORD YEAR 


Turners Asbestos Cement Company, 
imited, with its six factories in the United 
Kingdom, has also had a record year in 
Fespect of both output and sales. The change- 
Over from Government-sponsored work to 
normal industrial trading, to which I referred 
1 my statement of last year as being partial, 
Was completed during the year, so that for 
first time since 1939 this company has 
Operated on a normal basis. Despite the dis- 
Couragement by the Government of all save 





absolutely necessary capital expenditure, the 
demand for asbestos cement for industrial 
construction was still slightly in excess of the 
full output of our factories, Notwithstanding 
the fact that a number of competitive 
materials are offered on the market, it is, I 
think, true to say that asbestos cement 
remains the foremost and almost automatic 
choice for the roofing and side-cladding of 
industrial and agricultural buildings, and I 
think it would be generally accepted that there 
is no other product which can offer equal 
service at such low initial cost and minimum 
Maintenance expense. 


WASHINGTON CHEMICAL 


‘The Washington Chemical Company, 
Limited, has, during the year, had a very 
active and successful period of trading, com- 
plicated as in the previous year by difficulties 
in obtaining adequate supplies of coal of a 
satisfactory quality. I am glad to say, how- 
ever, that durng recent months this situation 
has somewhat improved, and this, if con- 
tinued, will be a great relief to the company, 
as coal is one of its very vital raw materials, 
Progress in the production of rubber-rein- 
forcing agents continues with satisfaction 
both to the company and to the users of 
these products. 


Newalls Insulation Company, Limited, 
has again had a very busy year in carrying 
out contracts for heat, cold and sound insula- 
tion, in connection with land installations 
and also on board ship. Prospects in this 
connection continues to be good, although 
they may be limited to some extent by the 
Government attitude to capital expenditure, 
which may necessitate the postponement by 
Newalls’ customers of schemes which other- 
wise would have proceeded at once, such 
postponement naturally being reflected in the 
volume of business immediately available for 
the company. 


GROWTH OF EXPORTS 


I am glad to be able to tell you that our 
export trade from the United Kingdom has 
again substantially increased during the year 
under review, and we were able to exceed 
our percentage of the target which the 
Government set for the asbestos industry. 
This is gratifying because it has been 
achieved in circumstances of some consider- 
able difficulty, in that world transport facili- 
ties are still far from adequate, and supplies 
for export markets do not move on a day-to- 
day basis as in the home trade, but tend to 
accumulate in the factories and then move 
in bulk. Storage space therefore in all our 
major factories has on occasion been much 
overtaxed, a fact which involves exceptional 
efforts to maintain the normal level of factory 
efficiency. 

The Keasbey and Mattison Company has 
again had a satisfactory and prosperous year. 
At its factories at Ambler, near Philadelphia, 
at St. Louis, Missouri, and at New Orleans, 
Louisiana, production has been maintained 
at the maximum level permitted by available 
raw materials, and in the manufacture of 


‘asbestos-cement pressure pipes definite pro- 
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gress has been made. The New Orleans fac- 
tory, which is a new one, and which only 
began to.operate early in this calendar year, 
is now in full production on its range of 
building materials. 


Our new factory at Montreal is now struc- 
turally complete, : necessary 
machinery has been installed in the textile 
brake lining, and insulation and chemical 
divisions. Installation of i in the 
asbestos-cement building products division is 
now proceeding, and when completed will 
mean the end of our construction and instal- 
lation programme. 


DIVIDEND POLICY 


The recommendation of your board that 
a final dividend of 114 per cent. be paid in 
respect of the past financial year makes, with 
the interim dividend already paid, a total of 
15 per cent. for the year. The actual profits 
of the year would, of course, have justified 
a larger distribution were it not for several 
very important facts which your board had 
to take into consideration in determining 
dividend policy. 

These are, firstly, the fact that we under- 
took to pursue for one year the policy recom- 
mended by the Federation of British 
Industries, following discussions with the 
Chancellor of the Exchequer, not to increase 
dividend distribution save under certain ex- 
ceptional conditions which do not apply to 
this company; secondly, the fact that 
although we have followed a very conservative 
financial policy for very many years past, we 
cannot expect to be completely immune from 
the effects of present general price levels, 
which means that in common with industry in 
general we have to face the fact that replace- 
ment of existing fixed assets and the installa- 
tion of new has to be made at prices at least 
double those which obtained in 1939; this 
inevitably involves the use of additional 
capital, and we consider ourselves fortunate 
that our past and present caution in financial 
matters will apparently enable us to deal with 
this prpblem without seeking to raise addi- 
tional capital by a further issue of shares ; 
thirdly, the fact that although our large 
current programme of capital expenditure is 
now well under way, it is still by no means 
complete, and its size (approximately 


.£4,000,000) makes it necessary for us to 


move with caution in the disbursement of 
our liquid funds. 


THE OUTLOOK 


Conditions throughout the world remain in 
such an unsettled state that I am compelled 
to repeat my views of last year that any 
attempts at a long-term forecast of the 
fortunes of our business is pointless, In the 
short term, however, prospects continue to 
be satisfactory. I do not by that mean to 
impiy that, having during the past financial 
year set up an all-time profit record, we shall 
be able to continue during the next few years 
to achieve higher and yet higher figures. 
There are indeed signs that the tendency may 
be in the other direction, and that the 
maximum which is likely during the next few 
years may already have been attained. There 
are, however, no indications at all of the 
likelihood of slump conditions, and the 
probabilities are more in favour of a period 
on a gently declining plateau rather than any 
steep descent into a valley. 


All this, of course, is necessarily subject to 
the reservation that the picture may be com- 
pletely changed by the action of Governments 
in the political or the economic field, Our 
business is so widespread that Government 
action in any major industrialised country of 
the world is always« liable to reflect to a 
greater or less degree on the fortunes of our 
enterprise. We have no specific reason to 
anticipate any difficulty in this direction in the 
immediate future, and I mention it merely to 
point out that even short-term. forecasting 
may be rendered completely inaccurate as a 
result of circumstances over which we have 
no control. 
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MITCHELLS AND BUTLERS, LIMITED. 


SUCCESSFUL YEAR’S TRADING 


MR ROBERT H. BUTLER’S CRITICISMS OF THE LICENSING BILL 


The sixty-first annual general meeting of 
the ordinary stockhoiders of this company 
was held at the White Horse Hotel, Burming- 
ham, on the 6th instant, under the presidency 
cf Mr Robert H. Butler. 

The Chairman, in moving the adoption of 
the report and accounts, said: 

Ladies and Gentlemen,—I think you will 
agree with me that the results of trading for 
the year ate satisfactory. We have experienced 
a dificult year, with costs ever rising, and I 
will refer to this subject later. The accounts 
have been drawn up in the form required Dy 
the Companies Act, 1943, and imciuded are 
our subsidiary companies, the Highgate 
Walsall Brewery Company, Limited, and the 
Robot Glass Cleaner Company, Limued. 

Your directors have taken the opportumty 
of simplifying the presentation of the com- 
pamy’s reserves on the balance sheet in the 
way they think most suited’ to present con- 
ditions. Apart from unappropriated pro 
there are now only two main revenue re 
serves. The first is the reserve agains 
fluctuations in the value of stocks, and 
amounts to £480,000. Amongst other things, 
this can be used for meeting a loss on stocks 
in hand consequent on any reduction in beer 
and spirits duties. 

The second is the general and properties 
reserve amounting to £3,300,000, which 1s 
available for the genefal purposes of the 
business 

As was stated in the directors’ report, the 
accounts are not comparable with last year, 
but your directors are satisiied with the 
trading profit of £1,855,000 in a -rather 
difficult year’s trading. 


PROFIT NOT EXCESSIVE 


There has been some attempt recently to 
insinuate that the profit of brewing com- 
panies is excessive. This is certainly not true 
in the case of our company. 

Out of a gross turnover amounting to 
£.18,580,000, £174 million went in charges 
of ail kinds, amounts ploughed back into the 
business were £396,000. and dividends took 
£440,000. 

From each £1 of turnover last year the 
government took 12s. 9d. duty on beer, 
wines and spirits, etc., and Is. for imcome 
tax and profits tax, or a total of 13s. 9d. out 
of every £ we received from the public, 
leaving us only 6s. 3d. in the £ on which fo 
run our entire business. 


COST OF REDUCING PRICE OF BEER 


There has also been some agitation in the 
press that brewers could afford to reduce the 
price of beer by 1d. per pint. To have done 
so in our case would have reduced our 
balance from trading account by about 
£1,200,000, that is from £1,855,000 to 
£655,000. After taxation there would have 
been left a net profit for the year of £219,000. 
This would have meant that we should not 
have been able to maintain even our present 
rate of transfers to reserves, let alone the pay- 
ment of any preference or o1dinary dividends 
—a position which, to say the least, none but 
the most prejudiced opponent would advo- 
cate. 

The outlook for the future is not promising. 
Costs increased for many items last year, and 
are still increasing. 

It should be noted that in spite of in- 
creases in costs, which have been steadily 
mounting over the years, the price of beer 
has only been increased when additiozal duty 
has been imposed. 


REPLACEMENT OF FIXED ASSETS 


_ One grave problem facing the majority of 
industrial companies is how to maintain its 


capital intact im a period of rising prices and 
rery high taxation. Fixed assets, such as fac- 
tories, licensed houses, plant and machinery, 
in due course wear out, and must be replaced, 
and if a company is to remain healthy they 


must be replaced out of profits. New issues 
of capital should only be used for increasing 
the size of the business and not for maintain- 
ing intact what is already there. This policy 
learly means that over a period of years 
sufficient moneys must be available out of 
profits to maintain these assets in the most 
modern and efficient form possibie 

Part of the cost of replacing industrial 
buildings, plant and machinery is met by 
allowances under the Income Tax Act. 1945. 
To this extent the amount which must be set 
aside out of profits is reduced, but in the 
case of brewery companies such as ours. the 
larger part of the fixed assets, in this case 
£%,300,000 out of total assets of all tvpes of 
414,140,000, is invested in licensed proper- 
ties. 


REPLACING OF LICENSED PROPERTIES 


No allowance for income tax at al! is made 
for replacement of these houses, and where 
these were purchased many years ago the 
amount to be set aside for their replacement 
is considerably above their book value owing 
to the very substantial rise in costs of build- 
ing and furnishing since that time. 


These costs must therefore come out of 
profits after income tax and profits tax have 
been deducted. Over a period of years, 
therefore, transfers from profits sufficient to 
meet this liability must be recognised as a 
legitimate charge if the company is to remain 
in a sound and healthy financial position. 


INCREASED PRICES OF MATERIALS 
AND STOCKS 


_ The difficulty of maintaining capital intact 
is further aggravated by the general rise in 
prices of all materials and stocks. To finance 
the same physical level of stocks which we 
have always found necessary for production 
mow means locking up a greatly increased 
amount of working capital, and there is no 
prospect of this decreasing in the future. 


For these reasons the monetary capital 
resources of this and other industrial con- 
cerns are being slowly drained in order to 
maintain production and pay for replace- 
ments. Unless the rates of taxation both on 
beer and spirits and of income tax and profits 
tax are reduced, there will come a time when 
further capital will have to be found in order 
to keep business assets intact. 


NEW PROPERTIES ACQUIRED 


In pursuance of our policy of developing 
our trade in other parts of the country, we 
have acquired properties in Bedford and 
London. The Embankment Hotel, Bedford, is 
a beautifully situated small residential! hotel, 
We have recently been granted a licence 
which will enable us to increase the dining 
and lounge facilities. 

In London we have taken over a fully 
licensed house with restaurant and snack bar, 
called “ The Standard,” in Piccadilly Circus. 
This is our first venture into the Metropolis, 
and I am satisfied that cur products have 
been well received there. I feel sure the 
stockholders will endorse our policy of 
putting good honest beer right into the heart 
of the British Empire. 


THE LICENSING BILL 


_ The outstanding Parliamentary Bill affect- 
ing Our trade is, of course, the recent Licen-- 
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sing Bill now before the House, which thy 
aroused nation-wide interest and wi 
dismay among licensees, their customers, and 
ali sections of the trade. We are 
that state control is the only method 
licensing the new towns. This is not sq 
Ir could have been effecied by an adapm. 
tion of the provisions.of. the Licensi 
Planning (Temporary Provisions) Acts, 194 
and 1946, introduced tu deal with areas #f 
serious war damage, and consequential 
redevelopment, together with a shi 
amendment of Sectior 73 of the Finanss 
Act, 1947. 

It must be borne in mind that the original 
State Managment Scheme, which it is now 
proposed to extend, was introduced into 
Carlisle to cope with a wartime problem of 
drunkenness amongst imported labour, 
which was interfering with the production 
of munitions during the 1914-18 war. No 
Similar problem exists in tme new towns, 
mor is there any drunkenness probiem 
any licensing are: today. 


HEALTHY COMPETITION MOST EFFECTIVE 
GUARANTEE 


e achicvements which must be placed 
to the credit of the trade today have fa 
outstripped anything which can be claimed 
for Carlisle, and experience has proved that 
healthy competition among brewers is the 
most effective guarantee that the publ 
meeds will be catered for and its tastes 
studied. Customers seeking refreshment and 
recreation look for a friendly and cheerful 
atmosphere, and whatever may be ciaimed 
for the efficiency of government services such 
as the Post Office, it cannot be claimed for 
them tha: they possess either of these qualé- 
ties. Indeed, supporters of the Bill do nat 
claim that conditions will be better for 
customers. Rather do they say that if state 
management discourages drinking so much 
the better. 

Customers of licensed houses of all shades 
of political opinion with their inherent love 
of freedom have declared their resentment 
in Mo uncertain terms. It is not a qiestion 
of politics. We are determined to make every 
effort to maintain the traditional hospitality 
and character of the English pub, which has 

een for so long the admiration of our friends 
at home and overseas. 

Mr D. Davey Cole seconded the adoption 
of the report and accounts, which was carried 
unanimously. 





BURTOL CLEANERS, LIMITED 
QUALITY AND SERVICE 


The fourteenth annua! general meeting of 
Burto! Cleaners, Limited, was held, on the 
31st ultimo, in London. Mr Neville Hamwee, 
chairman and managing director, presided, 
and in the ccurse of his speech referred to 
the trading results for the year ended 
September 30, 1948, which again permitted 
a recommendation to pay a dividend of 55 
per cent. 

Although the company’s turnover had 
again shown an increase over that of the 
previous year, this had been offset by in- 
creased costs of production and expenditure, 
many items of which were beyond the 
board’s power to control. He hoped, how- 
ever, that the upward trend of costs had at 
last been halted, and every effort was being 
made to reduce them. 

After making brief reference to certain 
items in the accounts, the chairman informed 
members that certain improvements. within 
the company’s organisation were beginning 
to bear fruit, and that he felt there was 
scope for further expansion of the com- 
pany’s activities, 

The reputation which the company had 
for quality was well known to the public, 
and the chairman in his visits to the com- 
pany’s factories and operating branches had 
been impressed by the skill of the staff, the 
company’s greatest asset. 
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The demand for first-quality cleaning 
of personal clothing and household goods 
would remain and he felt that with the spirit 
of enthusiastic helpfulness noticeable 
throughout the company, his cptimism, sub- 
ject to any unforseen circumstances, was 
justified. i : 

The resolutions for the adoption of the 
accounts, the recommendation to pay the 
dividend, the re-election of retiring directors, 
and the reappointment of auditors were 
carried. 





ASSOCIATED BRITISH 
MALTSTERS, LIMITED 


GRAVE PROBLEM OF BARLEY 
STORAGE 


The twenty-seventh annual general meet- 
ing of Associated British Maltsters, Limited, 
wil be held, on the 24th instant, in London. 


The following is an extract from the*state- 
ment by the chairman, Mr H. N. Hume, 
C.B.E., M.C., circulated with the report and 
accounts for the year ended August 31, 1948: 

The accounts reflect a very satisfactory 
year’s trading and we have been able to add 
£208,122 to our reserves, Last year was, 
however, exceptional. The low moisture 
content of the 1947 crop barley was respon- 
sible for approximately 30 per cent. of the 
profits earned in the financial year under 
review, and it is unlikely that similar crop 
conditions will recur in this country in the 
foreseeable future. Moreover, we are faced 
with substantial increases in the cost of 
production, the root cause being that the 
crushing burden of taxation now enters into 
the cost of everything. 


Our industry is closely allied to agriculture, 
in which scarcity and high cost of labour are 
making far-reaching schemes of mechanisa- 
tion essential, and by next autumn it is 
probable that something like half the barley 
crop will be harvested by combine-harvester. 
Combined barley cannot be stored in the 
stack or rick. Up to the present no alterna- 
tive storage has been provided, and in order 
to relieve this deadlock the malting industry 
has offered gradually to provide all the 
storage facilities required in this country so 
far as malting barley is concerned, subject to 
three conditions being fulfilled. 


STORAGE AND DRYING PROBLEMS 


The additional cost to the maltster of 
barleys from combine-harvesters is over 10s. 
per quarter; but the grower saves -at least 
a like amount, and the effect is therefore to 
transfer the liability from the farmer to the 
maltster without necessarily effecting any real 
economy. It will be obvious that if the 
maltster becomes involved in costs of an 
additional 10s. per quarter in dealing with 
his raw material his profit will suffer severely. 


if, therefore, the maltster is to deal with 
the situation by largely increasing his storage 
Capacity and his plant for “ sweating ” barley, 
he must obtain some compensating advantage 


and the three conditions to which I refer 
are :— 


(1) It must be agreed by the Ministries of 
Food and Agriculture and the National 
Farmers’ Union that the malting industry 
is the accredited party to whom is entrusted 
the solution of this problem, so far as malting 

arley is concerned ; for the industry cannot 
make itself responsible for a capital expendi- 
ture of several million pounds if there are to 
€ other competitive schemes set on foot, 
either by the Government or by the farmers. 


(2) The appropriate Government Depart- 
ments must immediately grant to the malting 
industry the necessary building licences, 
Suppues of steel -and other materials and 

ur tO carry out a scheme for the erection 

adequate “sweating” plant and storage 
accommodation to deal with the combined 
boruon of the 1949 crop of malting barley. 





(3) The Ministry of Food must so adjust 
the minimum and maximum prices of the 
malting _barl crop which is combine- 
harvested as will cover the maltsters’ additional 
costs in dealing with that portion of the crop. 
Unless there is some such provision the 
malting industry cannot afford to do more 
than they are doing at present to cope with 
the situation, and the important point is that 
if the maltsters’ offer is not accepted some 
other adequate scheme must be adopted 
immediately as there is not a moment to be 
lost if a national disaster (which nearly 
occurred in 1948) is to be avoided. 


Despite the conservative policy we have 
followed, we cannot finance the enormous 
cost of these new storage and “sweating” 
facilities out of our own resources. For this 
reason we are asking stockholders to increase 
the authorised capital by £250,000, but as 
the three conditions referred to above have 
not yet been fulfilled, we cannot decide what 
further capital will be necessary. If our 
plans mature, part of the unissued capital will 
be offered to stockholders in due course. 





LONDON AND RHODESIAN 
MINING AND LAND 
DEVELOPMENT COMPANY, 

LIMITED 


HIGH DEGREE OF LIQUIDITY 


The annua! general meeting of Londen and 
Rhodesian Mining and Land Development 
Company, Limited, was held, on the 30th 
ultimo, in London, the Right Hon. Viscount 
Elibank, D.L. (the chairman) presiding. 

The following is an extract from his circu- 
lated statement :— 

One notable feature of the balance-sheet is 
the high degree of liquidity disclosed. The in- 
terim dividend for the-year under review was 
maintained at 5 per cent. Your directors have 
decided not to recommend a final dividend. 
The profit, before taxation, was £72,103, as 
compared with £88,634 last year. This results 
from the reduced profits on sale of stocks and 
shares. I intimated last year that the lower 
profit from this source was unlikely to be 
maintained, and events have proved that the 
past year was considerably less favourable for 
investment dealing than its predecessor. A 
reduction of £6,823 in mining revenues has 
been more than counter-balanced by an im- 
provement of £12,955 in ranching profit. 

A conservative attitude has been adopted 
in regard to the considerable profit derived 
this year from land sales. Profits from this 
source amounted to £79,639, all of which 
has been applied to building up the reserve 
against the book value of land and buildings 
which now stands at £152,768. The board 
hope the time is in sight when profits from 
land. sales can be considered free to. be 
credited either to profit and loss account or 
to general reserve. 

The prospects for ranching in the Colony 
were never better. Our ranching business is 
making good progress. Gold mining in 
Southern Rhodesia is going through a very 
difficult time. Costs have risen enormously. 
The Southern Rhodesian Government realis- 
ing these difficulties have for some time sub- 
sidised the low-grade gold mines, and more 
recently increased the price paid for gold 
from £8 12s. to £10 per ounce. The Bretton 
Woods Monetary Fund has interfered and 
the Government have now announced that 
from Ist April next they will have to make 
some other arrangements for subsidising the 
gold mines. It is anticipated that the Gov- 
ernment will implement the stand they have 
already taken, and make such arrangements 
as will provide that all gold mines will in 
future receive the equivalent of £10 an ounce. 

A select committee has been appointed by 
the Southern Rhodesian Government to in- 
vestigate the question of native labour 
shortages. 

The report was adopted, 
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AERATED BREAD COMPANY, 
oe LIMITED 


RESTRICTIONS ON OPERATIONS 


The annual general meeting of the 
Acrated Bread Company, Limited, was held, 
on the 31st_ultimo, in London, Mr J. G. 
Girdwood, C.B.E., C.A. (chairman and joint 
managing director), presiding. 

The following is an extract from his cir- 
culated review :— 

The net profit of the group after all charges 
and provision for all taxation amounts to 
£290,525. The directors have transferred 
£40,000 to staff pension fund, £107,000 to 
general reserve, paid Preference dividend 
£26,189, and recommend the payment of a 
dividend of 10 per cent., less tax, on ordinary 
stock for the year, leaving £68,798 to be car- 
ried forward to next year. 

If we were operating in a free economy our 
resources would be sufficient, and. we would 
be able to carry inte effect our plans for 
Improving, re-equipping and modernising our 
branches and developing the business in a 
progressive manner in accordance with the 
declared policy of the board. But we are 
not operating in a free economy. 

Owing to the overriding requirements of 
the national economy we are subject to re- 
strictions and controls in every. direction. 
Supplies of nearly every commodity utilised 
im the production of our goods are restricted 
through the Ministry of Food to a percentage 
of our prewar, or other period, supplies; in 
consequence our bakeries and factories cannot 
operate to full capacity and our limited pro- 
duction of these goods can be sold only at 
prices within certain limits imposed by the 
Ministry of Food. 


SHORTAGE OF WORKERS 


The engagement of new workers is 
restricted by the regulations imposed by the 
Ministry of Labour, and incidentally, that 
department is unable to provide the numbers 
of workers we require in the factori 
bakeries and branches. The Ministry o 
Works controls our expenditure on decora- 
tions and repair, and neither can the rebuild- 
ing of war-damaged premises be carried out 
ner can new building work be undertaken 
except under licence. The Board of Trade, by 
regulations, restricts supplies of china, giass, 
linen and other items of equipment. ‘The 
acquisition of sites, with a view to the open- 
ing of new branches, has been brought 
virtually to a standstill by the unknown cost 
of development charges which may arise 
under the Town and Country Planning Act. 
The Ministry of Fuel and Power restricts 
our petrol. 

The Catering Wages Act imposes condi- 
tions which make it hardly practicable to 
calry cut, on bank and other holidays, that 
service to the public of which we are so 
justly proud. And when we overcome all 
the difficulties attaching to these varicus 
restrictions and controls and earn a profit, 
the Chancellor of the Exchequer takes more 
than 50 per cent. and fails to grant adequate 
allowances for depreciation, and any divi- 
dend to our stockholders is at his request 
limited to not more than that paid in the 
previous year 

I have reviewed accounts which show sub- 
stantial profits, but the fact should be 
realised that a large part of these profits arises 
from the artificial conditions under which we 
are operating, stimulated by the inflationary 
atmosphere of the times in which we are liv- 
ing. In these conditions it is impossible to 
forecast the future. Our hope and our 
promise lie in the strength of the position 
disclosed in this review. Our assets are all 
tangible assets, and the largest portion is in 
land, buildings and plant, mainly at prewar 
values ; these assets are free of all encum- 
brance; our current assets largely exceed 
our current liabilities; our organisation is 
efficient ; our staff is loyal and our activities 
are continuously and increasingly directed 
towards satisfying our customers. 

The report was adopted. 
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Investment Statistics 


Company Notes 
J 


0. and M. Kieeman.—The full report of 
O. and M. Kleeman, the plastic manufac- 
turers, throws new light on the decline in net 
profit from £504,587 to £408,847 for the year 
ended August 31, 1948, shown in the pre- 
liminary statement. Turnover for the year was 
in fact 20 per cent higher than the previous 
year and a record for the company. In the final 
quarter of the year trading results were the 
worst for many years, due to the full impact 
of the purchase tax changes in the April 
Budget. Trading has recently been better, 
but is still below the corresponding period of 
1947-8. 

Associated British Maltsters.—The chair- 
man of Associated British Maltsters, envisages 
the expenditure by the company of more than 
£500,000 for the erection of new storage and 
“ sweating ” facilities for barley. These facili- 
ties will be required as a result of the increas- 
ing use to be made of combined harvesters in 
gathering the barley crop, since barley har- 
vested in this way cannot be safely stored by 
the usual methods. 


Silver Line.—Following the recent intima- 
tion that the preference dividend of Silver 
Line would be passed, both preference and 
ordinary shares of the company have been 
rather a nominal market. The passing of 
the preference occasioned some surprise in 
view of the provision of £50,000 as a special 
reserve to meet it in the latest accounts. A 
statement from the company at the end of 
last week referred to the trading loss which 
is shown by the provisional accounts for 1948. 
In view of this loss and the difficult trading 
conditions in prospect, the board considers it 
would be imprudent to use any of the com- 
pany’s reserves for the purpose of paying 
dividends. 


Capit al Issues 


CONVERSION 

Australian Conversion Loan.—The 
Commonwealth Government is offering at 
par Commonwealth 3 per cent registered 
stock, 1972-74, in exchange for £17,986,187 
in four Australian state loans. In the event 
that the conversion offer is not accepted for 
the full £17,986,187, the Australian Govern- 





ment will repatriate up to £5,000,000 of the 
loans to be redeemed, and any further 
balance not offered for conversion will be 
taken up by the Commonwealth Bank of 
Australia in the new stock for cash. The 
loans to be redeemed are £10,283,396 in 
New South Wales 4 per cent stock, 1942-62, 
£1,958,800 in Queensland 3{ per cent stock, 
1940-60, £887,408 in Western Australia 
3; per cent stock, 1940-60, and £4,866,583 
in Western Australia 4 per cent stock, 
1942-62. Conversion lists will close on 
January 18th. 


BY STOCK EXCHANGE INTRODUCTION 
“The Adeiphi” (London).—The intro- 
duction is pending of £325,000 in cumulative 
43 . cent {£1 preference shares and 
£325 in £1 ordinary shares. Loan 
aaa in £900,000 first mortgage 34 per 
cent debenture stock is already quoted. 
Fixed assets were valued £1,67 0,405 in the 
balance sheet as at March 31, 1948, and 


net current assets on the same date 
were £55,853. Gross annual receipts 
from rentals and interest, of which 


over half is derived from the Ministry of 
Works, are estimated at £203.846 each year 
from 1949-1952. After deduction of all out- 
goings and charges the net profit available 
for the gross preference dividend and gross 
ordinary dividend of 9 per cent is estimated 
at £67,063 in 1949, declining to £65,362 in 
1951 and 1952. The gross preference divi- 
dend requires £14,625 and an _ ordinary 
dividend of 9 per cent takes £29,250. 


OFFER TO SHAREHOLDERS 

Broadcast Relay Service. — Ordinary 
shareholders of Broadcast Relay registered on 
January 3, 1949, are offered at par £750,000 
in convertible 34 per cent debenture stock. 
Holders of the new detenture stock will have 
the option up to September 30, 1952, of con- 
verting the stock into 5s. ordinary shares at 
a rate of one ordinary share for each £1.6 
—nominal amount of debenture stock. The 
proceeds of the issue will be applied to reduce 
bank indebtedness and the balance of 
£544,000 is to be paid over to the newly 
formed operating subsidiary, Rediffusion 
Holdings Ltd. Broadcast Relay is transfer- 
ring substantially the whole of its assets to 
this subsidiary at a value of £7,000,000. 
Broadcast Relay has sold one quarter of its 
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interest in Rediffusion Holdings to British 
Electric Tractic The latter company is 
already a substantial shareholder in Broad- 
cast Relay. 


FORTHCOMING ISSUES 


Hawker Siddeley Group (formerly Hawker 
Siddeley Aircraft) is proposing to issue 
£3,000,000 4 per cent first debenture stock 
in the course of February. The issue is sub. 
ject to consent from the Capital Issues Com- 
mittee and the approval of holders of the 
cumulative 5 per cent £1 preference shares 
will be sought at the company’s general 
meeting on January 26th. The accounts of 
the group issued this week show an increase 
in group trading ee for the year to July 
31, 1948, from £1,473,757 to £2,919,671. In 
the same period the*group balance sheet has 
expanded from £26,732,314 to £31,010,245, 
Cash resources have fallen from £ 4,317,183 
to £857, 265, and bank indebtedness has risen 
from £427 040 to £2,122,839. 


Bank & Discount Profits 


Martins Bank.—The profit of Martins 
Bank for 1948 after provision for all expenses, 
taxation and allocations to inner reserves, 
amounts to £719,520 against £711,931 m 
1947. The carry-forward at £371,002 is 
slightly higher against £369,685 in 1947. The 
allocation of £100,000 to the reserve fund in 
1947 has not been repeated, but £75,000 
(nil) has been put to premises redemption, 
The ordinary dividend of 15 per cent (same) 
requires £343,203. 

National Discount.—The profit of 
National Discount for 1948 was approxi- 
mately £251,000 against £261,768 in 1947, 
A transfer of £100,000 to Reserve is repeated, 
The carry-forward has risen from £263,302 
to about £266,000. The dividend for the 
year on the “A” and “B” Stock remains 
unchanged at 10 per cent less tax. 


Alexanders Discount.—The net profit of 
Alexanders Discount for 1948 has, subject to 
audit, risen sharply to £175,464 against 
£72,448 in 1947. The carry-forward has in- 
creased from £327,336 as at December 31, 
1947, to £380,700 at the end of 1948. The 
ordinary dividend of 17} per cent less tax 
for the year is repeated. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. 


Notes on the following company 


reports appear in the Supplement: Turner and Newall; Decca Record; Lancashire Cotton Corporation ; Apex (Trinidad) Oilfields, 














Prices, | | Pride, | Price, | Yield, via? Prices, * Last Two 
Year 1948 | Name of Security Dec. 29, Jan. 5,! Jan. 5, lan & Year 1948 | Dividends 
; 1948 1949 | 1949 73949" 
Hizb | Low (n : High | Low fa) (b) {c) 
} rits as & 6 @2is 4G. 
101% | 100% “War Bonds 24% August 1, 1949-51) 100} 100# : 1 5 We % 
1014 1003 = || Exchequer Bonds 137% Feb. 15, 1950 100% 100% '0 3 4;1 4 7 1064 | 101) | (ds id) 
10238 | 100§ War Bonds 24% 2 Mareb 1, 1951- 53.)}| 102 1024 0 210;1 86 Bei % +} OM ff (@) ! (ad) 
103, | 100 | War Bonds 2$°% March 1, 1952-54.) 103 103% ,910 2,3 141le] 8 | 5h) Decl SOc 
1048 | 101 War Loan 33%, *tafter Dec. 1, 1952}, 103 103% (1 1 61/2135 3 10% | 7% } 2b 5a 
1034 | 9 War Bonds 24%, Aug. 15, 1954- 56..) 103% 103} 016 8'2 0 Se 87/6 | 69/- || 10 b} 5a 
103% {| 100 Funding 24% June 15, 1952-57...) 103 103 § 1 2 8)2 7 St] 18/3! 62/3 ie} 1c 
106; | 100 National Def. 3% July 15, sot 58 ta l04Hxd. 1 2 3.2 8 GLE 38/6; 29/6) 4 cj) ec 
1057 | 101} War Loan 3% Oct. 15, 1955- 105 wse it 23:2 9 /- |. 72/9) 76 7a 
104 | 100 Savings Bonds 5% Aug. 15, 1955-65, 108 10444, °1h710'215 1 108 | = 8} +25 c: *l2ja 
1024 | 96} jFunding 24% aves 15, 1956-61.. 102 102% #1 4 5:2 7 214 105/- | 85/- 1226; 8a 
104% 98 ‘Funding 3% April 15, 1959- .....| 1044 1044. 1 8 9,215 Til 46/1), B/- | a; 5b 
3148 110 ‘Funding 4%, May % 1960-90... ; 114% «114% 018 4 212 5e 32/6 25/- || -21f¢' Tha 
1034 | 97 ‘Savings Bonds 3% . 1, 1960-70" 1033 103% $1921 '°2217 2 35/- 27/9) 8 e} 8e¢ 
99% | 92% |Savings Bonds 24%8 ay 1 1964-67 98 982 /1 9 5 212 4!| 79/9, 676]) 15 | 25 & 
116% | = |, Vietory Bonds 4% Sept. 1, 1920-76; 116 16g 61.2 5,215 10%] 53/-; 43/7); 716) 3a 
1034 | % [Savings Bonds 3°, Aug. 15, 1965-75| 102 102 111 0'°218 3! ox i ‘i j, 1995) I3ha 
11L® | 107} 4% (after Feb. 1, 1957}. 109Axd 109jxd 019 9° 213 Bf] 48/9!) 40/- 10 c| 10 ¢ 
eo | 102} (Conversion 34%, (after April 1, 1961) 106¢ 1068 | 1 8 «1 219 4f) 5/6) 43/9) lO ¢} lc 
|. 14 Treas. Stk. 24% {aiter April 1, 1975); 79} 79% ,114 9,3 3 Sf] 61/3; 47/6 i 1244¢, 10 c 
a 4 || Treas. Stk, 3% (after April 5, 1966). “i wt 98§ (113 8,3 1 6f] 66/1, 47/- Slim; 7 . 
1005 | |Redemp. Stk. 3% Oct. 1, 1986-96..|; 100} 100: 113 0:3 0 3/2] 63/43) 49/6 i 12 cj} 12 
83q | 7 Bane BAG. Sopsis evnctcinns Sond i 9 xd 679 214 5;)3 2 Tf] 353 | 3b +14 t77,3 
i |} % | Brit. Elec. 3% Gtd. April 1, 1968-73. 102 102¢ | 110 8 227 BL] 59/9, 49/9) 1dbc| uh ‘ 
101% | \ Brit. Elec. 3% Gtd. Mar. 15, 1974- 77) arhS 111 11, 2 18 10/] 85/74) 71/63) +=+5 2b) 
1014 | "Brit. Trans. 3% Gta. July 1, 1978-88"100 112 10' 219 9! 1% | it 1 3 + 
(Brit. Trans, 3%, Gtd. April 1, 1968-73!) 2 i 2 90/9 | 72/6 |) re HS 
Redemption yields on stocks optionally or finally redeemable within the next five years 95/3 | %6/- jj 65 b| 
are worked out on the assumption that they will be repaid at the earliest date. Redemption , 
yields on other dated stocks assume that stocks paying over 3 per cent will be redeesned fa) Interim. (6) Final. 
at the earliest date (these are marked ‘e’), and those paying 3 per cent or less will be repaid —— t¢) 


at the latest date (marked T). 
fs. in the {. (f) Plat yieid. 





(n) Net yields are calculated after allowing for tax at 
* Assumed average life 15 years 6 months. 


j Free o! tax, 


Price, Price, Yield, 

Name of Security Dec. 29,) Jan. 5, | Jan. 5, 

1948 1949 1949 

Other Securities fsa 
Australia 34° 1965-69.....; 106 1044xdii 5 0 Oe 
Birmingham 2}% 1966-71.. 95} 954 | 215 3 
Anglo-American Corp. 10s... |, 5% t ,415 2 
Anglo-Iranian Oj] /1....... 9 < ee ee 
Assoc. Electrical Ord. {1.... 78/- 18/- 36n 
Assoc. Port.Cem.Ord.Stk.{1) 77/6 79/6 315 6 
Austin Motor ‘A’ Ord. Stk. 5s... 32/6xr, 32/6 6 31 
Barclays Bank Ord. ‘B’ {1..,.  78/- 78/- 311 10 
Bass Ratcliff Ord. £1....... | em! emg i227 8 
British Oxygen Ord. f1..... 1 5, 54 318 0 
Courtaulds Ord, f1........ i! sare | 38/3 } 318 § 
Distillers Co, Ord. 4s....... | 29/-xd, 29/3 | 315 3 
Dorman Long Ord. - temvye || 33/- | 33/6 | 415 6 
> Dunlop Rubber Ord. £1. 76/3 | 75/6 || 319 6 
Imp. Chem. Ind. Ord. Stk. ‘fll 49/3 49/- 418 
Imperial Tobacco {1.......)) o3. 1 5 1516 0 
Lanes. Cotton Ord, Stk. {1..), 46/10}, 46/-xd, 4 6 ll 
> Lever & Unilever Ord. £1. 51/3 | 51/3 | 318 1 
London Brick Ord. Stk. fi.. 53/9 | 53/9 | 314 6 
P’chin J'’nson Ord. — i. 53/6xd| 52/6 | 415 $ 
P. & O. Def. Stk. £1.. +} 52/- | 52/- | 412 4 
Prudential ‘A’ f1.......... t 32} | 32 12 8 if 
Stewarts & Lloyds Def. {1..| 56/9 | 56/9 14 8 1 
“Shell” Transpt. Ord, Stk. fi, 16/3 | 15/ Tex 119 Ot 
Tube Invst. Ord. Stk. (1... . 6h 13149 
Turner & Newall Ord. Stk. fi! 81/3 | 83 xd 3 11 10 
_ Woolworth (F. W.) Ord. 5s. 83/3 | 83/- 4 4 4 

ji i 
Whole year. (d) Int. paid half-yearly, (e) To earliest 


redemption date. ()) To latest redemption date. (mm) 15 months. Yield basis 25%. 
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Statistical Summary 


GOVERNMENT RETURNS 


For the 13 days ended December 31, 1948, 
total ordinary revenue was 137,016,000, 
against ordinary expenditure of {111,351,000 
and issues to sinking funds £10,000. Thus, 
including sinking fund allocations .. of 
{11,703,000, the surplus accrued since April 
Ist is {260,821,227 against /233,654,708 


for the corresponding period a year ago. 


CRDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 










Receipts into the 
Exchequer 
(£ thousand) 


j 
Est- 3 - 

a April | April M4 33 

Revenne eee y rv Days | Days 
: to | to Jended) ended 

Dec. | Dec. } Dec. | Dec. 

— 1 & tot 

1948 |} 1947 1948 

























YRDINARY 

ReVPNvE 
Income Tax...... 130915 
Surtax 90,000] 28,205) 35,95 


22,820. 49,000 
1,100; 1,800 


Estate, ete., Duties, 160,000, 123,729, 131,8 4,150 3,700 
Stamps. .. ics 55,000; 39,280 42,569 1,800: 1,850 
Profits Tax ‘|. | 250,000) 25,270: 139, 350, 6,600 
K.P.T. ‘ 191,385, 69,505 4,900 250 
Other Inland Rev. 100 140 20 15 
SpecialContributn, 50,000 . 2,950 


Total Inland Rev, 1915150! 928,894'10103764 35,140! 66,165 


| webatots | cae’: ect a 

Customs......... 820,600! 588,660. 624,859 15,105 24,740 
Eh oso ni 726, 550} 443,400) 551, 21,200 27,800 
Total Customs & i 

esee.a<.-. 4s 1547150}1052060:117665 36,305, 52,540 
Moter Duties. ..... 50, 13,329; 12,72@. .... +. 3% 
Surplus War Stores) 102,000) 132,973; 91,28 1; 14,365 
Surplus Receipts 

from Trading...' 57,00 76,175 4,826 26,000 
P.O. {Net Receipts)... 930 vee 930! .'... 
Wireless Licences.' 11, 06€ 7,450 =7,755 1,080 1,250 
Crown Lands...../ 1, 690 6 20 60 
Receipts from 

Sundry Loans..| 14,000; 19,517 11,: 253) © 03 
Miseell. Receipts..! 68, 197,093) 113,4 1,090 2,264 


Total Ord. Rey... 3765300,2409111 242912 100820 137016 


Seir-Barancine 


Post Office 150,200, 105,400: 112,800) 4,220 4,800 
Income Tax on 

E.P.T. Refunds) 16,000) 17,840 6,521) 1,352 214 
Total ... 3931 500 2532351 25484471106 392 142030 









Issues out of the Exchequer 


to meet payments 
(¢ thousand) 
Fst- a : 

Expenditure imate, 7 | April 1 adi 
1948 -4¢ 1 Days | Days 
i to to ended | ended 

Dec. Dec. Dec. | Dec. 

31, 31, a To. 

1947 1948 | 1947 | 1948 









RDINARY j 
Exrenpirere | ' 
Int. & Man. of 


Nat. Debt ..... | 500,006) 363,606 344,963 1,600 1,699 
Payments to N.! } 

Ireland... | % 15,505; 17,62. 264 1,647 
Other Cons. Fund 

Services 2... a 4,261 4,26 43 324 
Total nabase wo.0hy 5.34,0 1 383,372 366,855) 2,607 3,671 
Supply Services ... 244265 pb780755 1789747] 58,740 107681 


Total Ord. Expd.. 2976657264127 21566021 61,347 11135) 
SinkingFunds.... 5... ia 3 oa 10 
Secr-BaLaycine en i } 

Post Office 150,200} 105 400 112,800) 4,220 4,800 


Income Tax on 
E.P.T, Refunds 16,000 17,840, 6,521} 1,352, 214 
Total... ...... 3142857'2087367'2287625 66,919 116375 


SESSLER 

After increasing Exchequer balances by £1,306,042 to 
£4,552,982 the other operations for the 13 days decreased 
the gross National Debt by £35,890,562 to £25,751 million. 


NET RECEIPTS ( {thousand) 
Piss Ghee and Telegraph (Money) Acts, 1946 and ens 
Me regt ho ice tity tice rca 5, 
Under Article 4(6) of the Economic Co-operation 
vier ete SOMME OGOE Ns vas s ads'ee Cis eae 14,275 
der War Risks Insurance Act, 1939, sec. 16(3).. _ 1,000 
20,355 


NET ISSUES (¢ Sd 
EP-T. Refunds ES (¢ thousand) 


ae Trade Guarantees Act, 1939, sec. 4(1).... 2 
Authorities Loans Act, 1945, sec. S1)....-. 4,900 

te Damage : War Damage Commission........ 3,000 
nance Acts, 1946 and 1947, Postwar credits .... 650 





CHANGES IN DEBT { thousand) 


Net Receipts 
24°, Def. Bonds. . . 340 
Tax Reserve Certs. 16,480 


Net REPAYMENTS 
Treasury Bilis .... 12,746 
Nat. Savings Certs. 600 


Other Debt :— 3%, Def. Bonds.... *1,234 
External ...... 17,547 Other Debt >— 
Treasury Deposits 8,000 Internal ....... 17,593 
Ways & Means Ad- 
VEMOES so. Fo 46,085 
42,367 78,258 


* Including £446,000 paid off on maturity. 


FLOATING DEBT 


(£ anitlion) 
























Ways and 









Means ' 
ick Advances Float- 
road = | Bank mg 
Public | of Debt 






Tender} Tap 4 Depts. | Eng- 


land 








2210-0 | 2378-1 
2210-0 | 2399-7 
4637-3 
2220-0 | 2415-3 
2240-0 | 2446-7 
2250-0 | 2446-3 
225-0 | 2424-6 


2250: 0 | 2414°7 
2250-0 | 2385-5 
2259°0 | 2390-3 
2259-0 | 2395-0 
2250-0 | 2341°6 
4.579-1 


TREASURY BILLS 
(£ million) 


























Amount —e 
~s <4 iota of Allot Allotted 
ae or ; QO 



















} 

ng 10 2-99 52 
1 

Oct. 1 | 180-0 | 10 1-72 54 
. 8 | 190-0 | 269-2 | 190-0} 10 1-90 62 
" 45 | 180-0 | 269-4 | 180-0] 10 2-09 59 
” 92 1 170-0 | 285-2 | 170-0] 10 1-57 48 
~ 29 | 170-0 | 292-1 | 170-0} 20 1-46 43 
Nov. 5 | 170-0 | 291-9 | 170-0] 10 1-58 44 
, 12 | 170-0 | 272-9 | 170-0] 10 1-97 53 
~ 19 | 170-0 | 274-1 | 170-0] 10 1-89 52 
an 170-6 | 275°8 | i70*G | 10 4435 48 
Dec. 3 | 170-u | 320-8 | 170-0] 10 3-34 31 
~ WO | 170-0 | 3oa-2 | 170-0] 10 3-83 8 
“37 | 170-0 | 271-4) 170-0] 10 4-39 52 
~ 24 | 170-0 | 280-0 | 170-0] 10 4-02 47 
a tiveu | 10 4-83 58 

} 


On Deceinber 31st applications for bills to be paid on 
Tuesday, Wednesday, Thursday, Friday and Saturday 
were accepted as to about 58 per cent of the amount 
applied for at £99 17s. 5d. and applications at higber 
prices were accepted in full. Applications for bills to be 
paid on Monday were accepted at £99 17s. 6d. and above 
in full. £170 million (maximum) of Treasury Bills are 


being offered for January Tth. For the week ended 
January 8, 1949, the Banks will not be asked for Treasury 
deposits. 


NATIONAL SAVINGS 
(£ thousand) 

















Savings’ Certificates :-— 


Manes ss ese Cia s 3 82,100 
Repayments ............ > 96,500 
Net: Savings i.....6.5... 1,950 ‘DrT,200 


ee 





Defence Bonds :—~ 









Roeclais ios sii8 5 FENG <% 540 29,230 
Repayments ........6++. 4,611 
Net Savings ........¢... 350 Dr 458 Wr 5,381 
P.O. and Trustee Savings }———- —————-}—---—-- 
Banks -—- | 
Maanighs.. is 6 4 ak 13,134 | 10,323 | 462,264 
Repayments ........-..+ 14,511 | 15,459] 465,824 
eae 91,377 Dr5,136 D+ 3,560 
Total Net Savings......... 923 Dr6,394 [Dr23,341 
Interest on certificates repaid 650 | 414 17,276 
Interest accrued on savings ° 
remaining invested ...... 2,254 | 2,330 88,928 





* Cette ccede x 


BANK OF ENGLAND 
RETURNS 


JANUARY 5, 1949 
ISSUE DEPARTMENT 
£ i 
Notes Issued: ' Govt. Debt... 


£ 
11,015,100 
In Circulation 1272,332,739 Other Govt. 
In Banke. De- | Seeurities ... 1288,223,119 


partment .. 27,915,094 Other Secs... 748,903 
| Coin (other 
| than cols) és 12,878 
jAmt. of Fid.———___+~ 
eye 1500,000,000 
| Gold Coin and 
} Bultion (at 
272s. 3d. per 
oz. fine)..... 247,833 
1300,247,833 | 1300,247,833 


BANKING DEPARTMENT 


£ ' £ 
14,553,000 | Govt. Sees.... 374,858,941 


WOE s <sines 3,616,746 | Other Secs.:- 44,188,546 
Public Deps.- 30,991,119! Discounts and 

Public Accts.* 27,852,428| Advances... 21,960,450 
H.M. Treas. | Securities... 22,228,096 

Special Acct. 3,138,691 | 

} 

Other Deps.:- 401,830,068 | 
Bankers..... 308,661,083 Notes. ....... 27,915,094 
Other Accts... 93,168,985 | Coim......... 4,028,352 
450,990,933 | 450,990,933 


¢ re See Savings Banks, Commissioners 
of National Debt and Dividend Accounts, 


COMPARATIVE ANALYSIS 


{£ million) 






eet. — 
Notes m circulation..... 
Notes in banking depart- 









1331-21296 -4\1293-1)1272-3 
i | 
69° 28-8, 32-2) 27-9 


eee eee meme nee 


Government debt and 


securities? (6 isch ces 1 324 -3'1324- 3/1299-2 
Other securities......... 0-7; OT 0-7 
GONE (5. ok ok Sct cieees 8 ‘4 0-2 0-2 0-2 
Valued at s. per fine 04... HK 172/3, 172/38, 172/3 

Banking Dept. -— i 

sits :-— } { 

iblic Accounts ...... a 147 11-7 27-9 
Treasury Special Account 14-3, 37-4 31 
WRNNTS 5 Ss sc ec ce canes 310-0 314-5 308-7 
i RE H 92-1) 92-1) 93-2 
WOON Pca cscs Seentheer 431-1 435-7 432-9 

Securities :-— 
Government............ -8 379-1) 380-8 374-9 
Discounts, €te........6% h 14-4 16-8 22-0 
TD kd vcGecascon cots 23-1) 20-3} 22-2 
sete is, Cbavivegichen & 416-6 417-9; 419-1 
Banking dept. res......... 32:6 3-2) 31-9 
“ » % i % a 
POMPGNUINR checcenbs ace 7:5 #4 7:3 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,550 million te £1,300 
million on March 4, 1948. 


“THe Economist” 


INDEX OF WHOLESALE 





PRICES 
(1927 = 100} 
Ea { Dee. 3, | Dec. 14, | Dec. 28, 
1951 100 | geet bs 008 1948 
ot ye 

Textiles ......... 157-5 | 185-2 186-1 
Minerals......... 237-7 | 267-4 267-4 
Miscellaneous .... 154-9 | 153-4 | 153-4 
154-7 | 165-7 | 166-0 

1913-100 ...... | __g12-g | 927-9 | 298-4 


GOLD AND SILVER 
The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week. 
Spot cash prices were as follows :-— 










SILVER GoLp 
London New York! Bombay Bombay 
1948-49 [per ounce per ounce per 100 tolaq per tola 







d. ¢. Rs; 4. 
Dec. 30.. 42 70 nz 12 
wt hie 42. bc ae 12 
Jan. 1..] Markets Closed : 
& 4 ie 
4.. 42, | 70 
§.. 42 70 
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THE ; 


BANK OF NOVA SCOTIA 


(incorporated mm Canada with Lemited Liability.) 


Established 1832. 
Generali Office: Toronto, Canada. 
Paid-up Capital ... eo $12,000,000 
Reserve Fund... ois os — ow eo. $24,006,000 
Totat Assets over... oo ~ a ow $700,000,900 
Special tacilites are available to the public through the Branches 
of this Bank for the transaction of business with Canada, Newfoundland, 
Cuba, Puerto Rico, Dominican Republic, Jamaica and the United States 
at New York. 


Address enquiries to London Branch: 
108, OLD BROAD STREET, E.C.2. 
Gece C Hitcuman, Manager 


tee oo ae ee 








REFUGE ASSURANCE COMPANY, LTD. 


Chiei Otftice. UXFORD STREET, MANCHESTER, | 
ANNUAL :'NCOMc cXCEED> = £17,500,00) 
ASSETS EXCEED £102,000,003 
CLAIMs PAiv EXCEED tle? G8u,0uu 

(1947 Accounts 





LONDON SCHOOL OF ECONOMICS AND POLITICAL 
SCIENCE 


(UNIVERSITY OF LONDON) 

Applications are invited for two or more Adult Scholarships of the 
value of up to £300 per annum ‘intended to give an opportunity for 
full-time study for a first degree to matriculated students who have 
shown promise in part-time studies. Further information and applica- 
tion forms, which should be returred by March 1, 1949, may be obtained 
from the Secrefary, the London School of Economics, Houghton Street, 
Aidwych, W.C.2. 


UNIVERSITY OF DURHAM 
THE DURHAM COLLEGES 
BOARD Of EXTRA-MURAL STUDIES 

The Council of the Durham Colleges invite applications for the post 
of Staff Tutor for Extra-Mural classes. 

The salary scale ip £450 rising by annual increments of £25 to a 
maximum of £700 (with F.S.S.U. Superannuation and Family Allowance). 
The commencing salary of the successful applicant will be fixed at a 
point on that scale in accordance with his qualifications and experience. 

Further particulars may be obtained from the undersigned to whom 
applications should be sent before January 31, 1949, 

33, North Bailey, Durham. S. HOLGATE. 





THE UNIVERSITY OF MANCHESTER 
Applications are invited for the post of ADMINISTRATIVE 
ASSISTANT to the Faculty of Economic and Social Studies, A degree 
in one ef the Social Sciences is essential for the post. Salary not more 
than £400 per annum, with membership of the F.S.5.U., and Children’s 
Allowance Scheme. Applications should be sent not later than 
January 21, 1949, to the Registrar, the University, Manchester, 13, from 
whom further particulars may be obtained. 





DENBIGHSHIRE EDUCATION COMMITTEE 
DENBIGH TECHNICAL COLLEGE, WREXHAM 
Principal: D. CECIL MORGAN, B.Sc., F.R.LC. 


Applications are invited for the post of Lecturer in Commerce, Law 
and Economics, Candidates should be graduates in Commerce or 
Economics and previous teachins and business experience will be a 
recommendation. 

Applications (no forms issued), stating age, education, qualifications 
and experience, with dates, together with copies of two testimonials 
and the names of two referees, should reach the undersigned on or 


before January 25, 1949. 
EDWARD REES, Director of Education. 
Education Offices, Ruthin. 
December 30, 1948. 





‘TATISTICIAN required to work under Head of Intelligence Depart- 
Ss ment of City financial house. Academic qualifications essential, some 
practical experience Government or research work desirable. Duties 
involve compilation and interpretation of. statistics relative to com- 
modities, finance and international trade. Replies, which will be treated 
in strictest confidence, should state .alary required and give résumé 
of caree: to date. Testimonials not required, but names of referees 
with personal knowledge of applicant should be given. Replies to 
Box 23. 

I ESEARCH INSTITUTE requires Director of economic and social 
research. Work. chiefly economic, likely to imelude examination of 


monopoly in British Industry, ownership and control of investments, 


economics of Public Corporations, Candidates should have high academic 
qualifications and administrative ability. Salary £800—£1,100 according 
to experience and qualifications. Write Box 21. 


tuition tor BadC.EGON. 











Tuition for 


The London University B.Sc. Econ, Degree s « valuable qualihcaton -or statiestrea rewares 
and weltare Work in commerce and industry, and tor teaching or administrative posts under 

—FKdueation authorities, ete. The degree is open to alt; without University residence. You 
may prepare for the three examinations at home under the experienced guidance of Wolsey 
Hall (est. 1894) moderate tees payable by ‘nstalments,:i! desired 


Prospectus from Dept. P17, WOLSEY HALL, OXFORD 
AER ETN SEED TEE ETI NT SE TE I IT EE TIT TE DE IETS 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 


AUTHORISED CAPITAL gg, cae wwe 4,500,000. 
CAPITAL FULLY PAID Ld, om as ese a 
RESERVE FUND & BALANCE carried ‘orw shi - €2,768,759 
DEPOSITS & CREDIT BALANCES 

as at 28th February, 1948 ... ws ae .- £87 ,927 503 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branche. throughout Scotiand 


London Offices : ; 
CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W 








B. W. BLYDENSTEIN & CO, 


Established 1858 





BANKERS 


We specialise in all financial transactions with 
The Netherlands 


54, 55 & 56, Threadneedle Street, London, E.€2 





HUDSON’S BAY SCHOLARSHIPS 


: Applications are invited for two Scholarships to be awarded by the 
Trustees of the Hudson's Bay Company Scholarship Fund for study ia 
Canada in 1949. The Scholarships are awarded to encourage the study 
of business administration, to contribute to the higher education.of 
business executives and to strengthen the links between the busines 
communities in Canada and the United Kingdom. 

The vaiue of the Scholarships will be £450 per annum, plus retum 
transportation expenses between the United Kingdom and Canada and 
the normal tenure will be one year, but in exceptional cases this may 
be extended to two years. 

The Scholarships are open to University Graduates and candi 
must be British-born subjects ordinarily resident in the United Kin 
who at the date of applying are over 23 years of age and have not p 
their 30th birthday. 

Candidates will be selected by a Committee sitting in London, and 
no scholar will be elected without a personal interview. 

In exceptional cases the Selection Committee may recommend awards 
to candidates wno are not University Graduates, but who, in the opimion 
of the Committee, have other qualifications fitting them for the kind of 
study for which the Scholarships are designed. 

Full particulars and form of application, which should be submitted 
ot later than February 21, 1949, may be obtained on application to the 
Secretary, Hudson's y Scholarships, Beaver House, Great Trinity 
Lane, London, E.C.4. f 

Beaver House, E.C.4, 

January 1, 1949. 

IBRARIAN (male), F.L.A., at present with leading weekly journal, 
Seeks similar post with firm or institution. Interests m 
economic, but wide experience and adaptable. Salary not less than 
£500 p.a.—Box 20. 


| gh erg epg Food Manufacturers require General Manager for 

South African Associated Company. The commencing salary will be 
in the region of £2,000 per annum for an applicant capable of controlling 
—< ee commercial production and sales aspects of business. 
—Write Box 25. 


‘ENIOR Executive Commercial required by company situate on N.EB 
‘ Coast Wide commercial experience, administrative ability and 
first class education essential qualifications; engineering experience 
some knowledge of chemistry desirable. Substantial salary with pension 
provision and opportunity of advancement to position of highest respo- 








wd 


sibility.—Apply in writing to Box 26, giving fullest rticulars 
including copies of any references available. Replies will be treated in 
Strict confidence. i 


Of hp Sales Mariager.—A well-known and progressive company 
a vacancy for a Sales Manager who will be responsible to the 
Commercial Manager for all home sales, including the control of 
stnall specialist outside staff. The position is of exceptional importance 
and will carry an initial salary of up to £2.000 per annum, with scope 
for considerable further advancement. Applications will be considered 
from men aged not over 45, of proved ability, and who have had exte® 
Sive sales experience in a responsible position: first-class education 
good personality, tact, and capacity for hard work are essential qualities. 
ne in the et Pe as be given to the succe 
candidate on appointment.—Please write nfid naging 
Director, Box 27. Oe a GAO 
ates Andie atin oindelnteometes ame m eee assent caret nertinincntianiaanmngerencenie 
‘ALES MANAGER, able to formulate tailor-made policy and caftfY 
it out ; fully up to date on advertising, sales promotion, marketing; 
ee oaeanes, war record, references ; seeks change at four-figul® 
evel.—Box 31. 











NOR SALE: Volumes of Economist: excellent condition: unbound: 
1946 (complete) 1948 ( lete): + ae 
Gloucester Place , W.1, Somaplete):. TREE: -¢— FED... BED NERO ° 





